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(2) 


THE IMPLICATIONS OF EARLY NATIONAL INCOME ESTIMATES 
FOR THE MEASUREMENT OF LONG-TERM ECONOMIC GROWTH 
IN THE UNITED KINGDOM* 


1. Seventeenth Century Estimates of National Income 





Apart from some early attempts to estimate the balance of trade of England 
and to use foreign trade records as indicators of national prosperityl, there 
are no contemporary assessments of national economic strength of a specifically 
quantitative nature, until the end of the seventeenth century.2 Then an unusual 
combination of circumstances yielded a stock of economic and statistical data 
which was more complete than any which had preceded it and more systematically 
and informatively analysed than any which was produced for the next century. 


An important factor in this new combination of circumstances was the spirit 
of the age. The end of the seventeenth century was a period of eager interest 
in experimental science of all kinds and in the systematic pursuit of scientific 
knowledge for its own sake. It was characteristic of the age that writers on 
political and economic matters should begin to comprehend the economic system 
as a whole and should try to describe it in quantitative terms, 





# This paper was written at the University of Cambridge, the Department of 
Applied Economics, as part of an inquiry into the economic growth of the 
United Kingdom which is now in progress under the sponsorship of the Com- 
mittee on Economic Growth of the Social Science Research Council. I am 
grateful for this sponsorship and am indebted for advice, correction, and 
stimulus to Professor T. S. Ashton, Professor Bert F, Hoselitz, Mr. D. 
Joslin, Professor Simon Kuznets, Professor Richard Stone, and Mr. Charles 
Wilson, all of whom read and criticised earlier drafts of this paper. 


(1) In 1623 Edward Misselden published The Circle of Commerce on the Balance 
of Trade, which contained three specimen import and export accounts: one 
for a year in Edward II's reign, extracted from an exchequer manuscript; 
one made by Sir Lionel Cranfield, a surveyor general of customs on the 
basis of the London Port Book data for 1605-11; and one of his own for 
the year 1621-22 estimated on the basis of customs receipts. 





(2) The habit of supporting political argument by statistical data on incomes 
or wealth was common, however, by the beginning of the sixteenth century. 
As early as 1600, Thomas Wilson expressed the importance of different 
groups in the nobility in terms of estimates of their aggregate yearly 
incomes, See The State of England, Anno Dom. 1600, reprinted from a MS 
in the Public Records Office by F. J. Fisher in the Camden Miscellany, 
Vol. XVI, London, 1936, 
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EARLY NATIONAL INCOME ESTIMATES FOR MEASUREMENT OF ECONOMIC GROWTH 


The inventor of the technique of "political arithmetic", which was de- 


scribed by Davenant as "the art of reasoning by figures upon things relating to 
government,"3 was Sir William Petty. Petty himself describes his methods in 
the following terms: 


The Method I take to do this is not yet very usual; for instead of using 
only comparative and superlative words and intellectual Arguments, I have 
taken the course (as a Specimen of the Political Arithmetick, I have long 
aimed at) to express myself in Terms of Number, Weight or Measure; to use 
only Arguments of Sense, and to consider only such Causes, as have visible 
Foundations in Nature; leaving those that depend upon the mutable Minds, 
Opinions, Appetites and Passions of particular men, to the consideration 
of others.4 


For Petty, as for the later exponents of this art, the key figure in the 


multiplication table which gave the various estimates of national income and 
wealth, was the population figure, and for a systematic analysis of the only 
available vital statistics we must look to Petty's predecessor, Graunt, whose 
careful estimates of London's population provided a stimulus for the political 
arithmeticians in later and much bolder calculations based on the same source,5 
Using a population figure of six millions (which later investigators with bet- 
ter bases for estimate - notably King and Davenant - thought too high), Petty 
applied it to arbitrary estimates of such factors as average earnings and ave- 


rage expenditure, average value of housing, average rents, and so on; his object 


was to get national aggregates for these quantities on which to base analyses 


of, for example, the taxable capacity of the nation or the volume of currency in 


circulation.6 He made similar calculations for Ireland, Holland, and France ani 


used them to discuss, for example, the weight of occupation costs in Ireland? 
and the relative strength of England's rivals or enemies in Europe. 


There is a considerable amount of material in Petty's writings which is 


of value for an assessment of the state of England and Ireland at the Restora- 





(3) 


(4) 


(5) 


(6) 


(7) 


Charles Davenant, Discourses on the Public Revenues and on the Trade of 
England, London, 1698, Reprinted in The Political and Commercial Works 
of Charles Davenant, collected and revised by Sir Charles Whitworth, 
London, 1771, I, p. 128. (This edition will be cited hereinafter as 
Davenant, Works.) 











Sir William Petty, Political Arithmetick. Probably written 1671-1676. 
Published London, 1690. Included in The Economic Writings of Sir Willian 
Petty, edited by Charles Henry Hull, Cambridge, 1899, I, p. 244, (This 
edition will he cited hereinafter as Petty, Works.) 








John Graunt, Natural and Political Observations upon the Bills of Mortal- 
ity, 1662. Reprinted in Petty, Works, Vol. II. By the beginning of the 
seventeenth century the London Bills of Mortality began to be printed 
regularly by the parish clerks who compiled them. By the end of the cen- 
tury (actually after Graunt analysed them), they even specified ages at 
death. 





See A Treatise of Taxes and Contributions, London, 1662, and Verbum Sapi- 
enti, probably written c. 1665-1667. Both are included in Petty, Works. 





The Political Anatomy of Ireland, probably written c. 1671-1672. Includ- 
ed in Petty, Works. 
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ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 5 


tion, His figures are far from reliable, however, and his judgment was not 
always carefully considered, He is capable, for example, of basing his esti- 
mates on the following kind of reasoning: "I find, by comparing superfluous 
and spare Oxen, Sheep, Butter and Beef that there was exported above 1/3 more 
Ann. 1664 than in 1641, which shews there were 1/3 more of people, viz. 

1,466 ,000."8 Davenant goes so far as to accuse him of fitting his facts to his 
thesis in over-rating England's strength relatively to other countries. "But 
through the whole course of his writing it may be plainly seen by any observing 
man that he has to advance a proposition not quite right in itself but very 
grateful to those who governed."9 Petty's inflated estimates of English exports 
are especially vulnerable to this criticism, 


It was Gregory King who gave Davenant the material for his excursions into 
Political Arithmetic and thereby shook his faith in Sir William Petty's calcula- 
tions. King, who was a Herald, and later, successively, a Secretary to the Com- 
missioners of Public Accounts and Secretary to the Comptrollers of Army Accounts, 
seems to have become interested in Political Arithmetic in connection with a new 
tax on births, burials, and marriages imposed at graduated rates for different 
sections of the population. To assess this tax, which came into operation in 
1695, it was necessary to collect data relating to the size and social structure 
of the population and the resulting records provided a remarkable source of sta- 
tistical material of an entirely new range and comprehensiveness. 


Unfortunately not even the returns for the country as a whole have survived 
and it seems likely that although Gregory King saw a number of local assessments 
which are not now available he did not have access to the complete national re- 
turns, He did, however, have access to the hearth books and possibly to records 
of other taxes, such as excise duties, poll taxes, and house duties. In these 
respects he was more fortunate than Sir William Petty, for it was not until 1674 
that the collectors of the excise were obliged by their contracts to give full 
accounts and not until 1679 that the farm of the hearth-money involved a similar 
stipulation in the contract. Trade statistics were also collected more system- 
atically by the time King began to make his calculations.10 In 1696 an Inspec- 
tor-General of Exports and Imports was appointed to maintain detailed records 
of English trade and to compile abstract accounts from them as required. Thus 
King undoubtedly had access to better data on tax assessments and foreign trade 
than were available to Petty and in addition, he used a considerable amount of 
miscellaneous private data collected by himself or by others at his request, 
specifically for his national income and wealth calculations,11 








(8) The Political Anatomy of Ireland, in Petty, Works, p. 149. 


(9) Charles Davenant, Discourses on the Public Revenues and on Trade, 1698, 
reprinted in Davenant, Works, I, p. 129. 





(10) In 1681 the customs commissioners were ordered to provide the Committee 
of Trade with quarterly accounts of goods imported and exported. See 
G, N. Clark, Guide to English Commercial Statistics, 1696-1782, London, 
1938, Clark points out that these accounts do not survive and doubts 
whether they even formed a continuous series. 





(11) King's two main essays are reprinted with an introduction by George E. 
Barnett, in Two Tracts by Gregory King, The Johns Hopkins Press, Balti- 
more, 1936, There survive miscellaneous working sheets which throw light 
on the methods and sources of his calculation. A bundle is preserved in 
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Until the beginning of the nineteenth century when George Chalmers pub- 
lished the Natural and Political Observations upon the State and Condition of 
and as an appendix to a work of his own,1¢ King's estimates were available 
in detail only in the works of Davenant.13 Davenant himself does not appear 
to have attempted any independent estimatesl4 but he does discuss and use the 
King estimates in highly informative detail, and he adds supplementary informa- 
tion of both a qualitative and a quantitative kind (some of which probably em- 
anated from King with whom he kept in contact, at least until 1710), which are 
valuable in an assessment of the significance and content of the King estimates, 





2. The Social Accounts of England and Wales at the End 
of the Seventeenth Century 








The most interesting feature of Gregory King's estimates from the point 
of view of the modern national income investigator is the fact that they consti- 
tute a complete system. It is this quality, taken in conjunction with the un- 
precedented wealth of relevant source material to which King had access and with 
the high degree of internal consistency of the estimates he constructed from this 
material, that suggests treating the end of the seventeenth century as a jumping 
off point for the study of economic growth in England. 


It is unfortunately neither as firm nor as precise a starting point as we 
could wish. King's material was richer than either the data available to his 
predecessors or the data now available for his period, but it was by no means 
complete. His estimates of average income were still no more than “informed 
guesses" and his estimates of the number of persons in each category were sub- 
ject to an incalculable margin of error. Nor is there much possibility of check- 
ing his results independently or indeed of assessing his processes in detail,15 





the Public Record Office, for example, marked, "Mr, Gregory King - Exer- 
cises in Political Arithmetick and Various Miscellaneous Papers", and a 
similar collection, formerly in the library of the Rt, Hon. John Burns, 
is now in the possession of the London County Council. Further working 
sheets and drafts by King are to be found at the British Museum among 
the Harleian MSS. 


(12) George Chalmers, An Estimate of the Comparative Strength of Great Britain 
and of the Losses of Her Trade from Every War since the Revolution, with 
an Introduction of Previous History, London, 1804, 











(13) See Davenant, Works, I. 


(14) It is not always easy to determine the originator of the estimates pro- 
duced by Davenant since his acknowledgments are very general. 


(15) Later investigators in the population field have tended on the whole to 
confirm King's estimates as being broadly reliable. Cf. P. E. Jones and 
A. V. Judges, "London Population in the Late Seventeenth Century", Eco- 
nomic Hist Review, VI (1935-36), The authors who were analysing source 
material to which King did not have access declared themselves “much im- 
pressed by the agreement between his uncorrected results and our own inde- 
pendent estimates in one corner of the field." More recently, Professor 
Glass has made a special study of King's population procedure on the basis 
of hither unexplored working notes and materials, and concluded that "... 
having regard to the nature and limitations of the basic material with 
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Qn the other hand it is possible to check their internal consistency and to 
reveal their implications in terms of the kind of framework of national aggre- 
gates which is familiar to the present-day student of economic activity at the 
national level. This is most conveniently done by arranging King's estimates 

in the form of a set of social accounts. That it is possible to do this without 
straining the basic estimates is a reflection of the consistency and clarity 
with which they are calculated and presented, 


The resulting set of tables is shown below in Table 1. In this we have 
also tried to complete the picture where the detail given by King falls short 
of what is generally found in a set of social accounts. These additional esti- 
mates have been based entirely on data given in King or Davenant. It may well 
be that there is scope for further additions based on other contemporary source 
material, but it seems unlikely that we can at this distance of time hope to 
correct any of the estimates made by King. 


Most of the entries in these accounts can be extracted unambiguously from 
King's two main essays. The material which is, in a sense, additional, is 
largely in the account of Government income and expenditure. Thus the distinc- 
tion between direct and indirect taxes was made by reference to information 
given by Davenant, and from the same source it was possible to add costs of 
collection of taxes to Exchequer tax receipts so as to show the amounts actually 
collected. The estimates for local government transactions are also additional 
in the sense that King does not recognise the existence of local government as 
such, He does, however, estimate that a sum of £622,000 was received by the fam- 
ilies below the poverty line in excess of their incomes, and this we have assumed 
to be payments out of poor relief organised on a parish basis. Moreover, Dave- 
nant gives an estimate of £665,362 for the total amount of poor rate collected 
in one year at the end of the reign of Charles II.16 Combining these data we 
have assumed that the rates collected were £0.7m and that the amount actually 
received by the poor was £0.6m, leaving £0.im for costs of collection and dis- 
tribution, 


It should be noted, however, that this is by no means a complete picture 
of local government activity. Rates were collected at the village or town level 
for the keeping of the peace, the maintenance of the roads and bridges, and the 
repair of churches as well as for the relief of the poor, and although the poor 





which he worked, it is evident that King's estimate was a remarkable ef- 
fort, and it is likely that in general terms it is not far from the 
truth." D. V. Glass, "Gregory King's Estimate of the Population of Eng- 
land and Wales, 1695", Population Studies, III, No. 4 (March 1950). 


(16) An Essay upon Ways and Means, London, 1695, Reprinted in Davenant, 
Works, r. Tocertiae to Davenant, this information was "collected with 
great labour and expense by Mr. Ar. Mo. a very knowing person." Since 
there was no central collection of parish accounts and since the parish 
records themselves survive only rarely (even where they were adequately 
kept in the first place), there is no other source of information on poor 
rates at this period. 
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Table 1. 





Social Accounts eee and Wales in 1688 
i11 


£ Millions 


I. National Product and Expenditure 














1. Indirect Taxes 4, Consumers! expenditure on goods 
(a) Central Government (20) 2.1 and services (10) 46,9 
(b) Local Government (22) 6.7 5. Government expenditure on cur- ‘ 
2. Income payments (14) 48.0 rent goods and services (17) 24 
6. Domestic asset formation (24) 4,7 
7. Exports (29) 54 
8, Less imports (31) = 44 
3. National product at market prices 50.8 9, Expenditure on national produci 50.8 
II. Personal Income and Expenditure 
10. Consumer expenditure (4) 14, Income payments (2) 
Cereals 4.3 Rents 13,0 
Meat, poultry, game 3.9 Wages and salaries 17,7 
Fish, eggs, dairy products 3.4 Profits, interest and mixed 
Vegetables 1.2 incomes 17,3 
Groceries and confectionery 1.1 Bo 
Total food in 1695 13.9 15. Transfers (18) 0,6 
Beer and ale 5.8 
Wines and spirits 1.3 
Total food and drink in 1695 21.0 
Adjustment for 1688 _0.3 
Total food and drink in 1688 21.3 
Rent of houses and homesteads 2.5 
Clothing 10.4 
Services of resident domestics 
and children under 16 4.5 
Other goods and services 7.3 
11. Direct taxes (22) 0.2 
12. Saving (27) _2.4 Pari 
13. Total personal expenditure 48.6 16. Total incomes of persons 48,6 
III. Government Income and Expenditure 
17. Expenditure on goods and services (5) 20. Customs and excise duties (1a) 2.1 
(a) Central Government 2.3 21. Poor rate (1b) 0,7 
(b) Local Government 0.1 22. Hearth money (11) 0.2 
18. Poor relief (15) 0.6 ae 
19. Total government expenditures 20 23. Total government income 3.0 
IV. Capital Transactions Account 
24. Domestic asset formation C5 ee Fy g 27. Private saving (12) 2.4 
25. Foreign lending (32) _0.7 a 
26, Disbursements on capital account “2.4 28, Receipts on capital account 2.4 
Vv. External Account 
29, orts (7) 31. Imports (8) ) 
(a) Merchandise f.o.b. 4.3 (a) Merchandise f.o.b. 4.0 
(b) Shipping services 0.8 (b) Shipping services 0.4 
32, Foreign lending (25) _0.7 
30. Total value exports 5.1 33, Expenditure abroad dl) 








Note on Sources of Table 1. 





Most of the items in this table are directly derivable from King's Natural and Political Obgerva- 


tions. 


See pp. 30-31 for items 2, 4, 14, and 15, and pp. 54-55 for item 10. 


For items 20, 21, and | 


the source was Davenant: see his Discourses on the Public Revenue, Part I, p. 233, and his oral 





upon Ways and Means, p. 20 and p. 72. 


Of the Naval Trade of England: for items 25 and 27 see p. 64, for items 29-31, see pp. 74-76. Se 





For the items in the External Account the source was King's 


also text below for commentary on selection and use of these figures. 





t 
s 
d 
b 
t 
t 
P 
s 
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were the main charge on the rates, they were only one aspect of local govern- 
ment responsibility.17 


An addition to King's estimates was also made in respect of personal in- 
comes. It is clear from the tables of income and expenditure given by King 
that he defines the average household so as to include the resident domestic 
servants and all children under sixteen. To bring his totals into line with 


46 0 modern concepts of national income, therefore, we require to make allowances for 
4 those categories. Unfortunately, King's figure for the total mumber of domes- 
24 tic servants does not distinguish between out-servants or servants in husbandry 
“| ; (whose incomes are included in his total) and resident domesticsl8 (who are not 
re treated as contributors to the national income). On the assumption that the 
ae number of servants in husbandry could be deduced on a proportionate basis from 


the numbers of their children under 16 (a figure which King gives in an analysis 
of the results of the first William and Mary poll tax)19 and that the incomes 

of resident domestics averaged £7.10.0 (which is roughly the amount he gives per 
earner in labouring families), we arrive at a total for resident domestics over 


340 16 of £1,610,000. Further, on the assumption that all children between 10 and 
11 16 earned their keep at about £4 per head, we get another addition of £2,840,000. 
1,3 This last assumption seems reasonable in principle at a period when even the 

on sons of gentlemen were characteristically apprenticed to traders. 

0,6 


Apart from the omission of local authority activities, other than those 
concerned with poor relief, there is at least one major gap in the information 
which King and Davenant have provided. There is no information on corporate 
incomes. Most important among the corporations whose incomes have been thus 
omitted are the joint stock companies, and among them the foreign trading cor- 
porations, many of whose transactions took place beyond the borders of the 
British Isles and hence did not figure either in imports or exports or in in- 
comes of English individuals. 


This omission may partly explain the very low level of capital accumula- 

tion which is suggested by King's figures. A total increase in the national 

8.6 stock of wealth of £2,400,000 represents a rate of less than 5% of the gross 
domestic product. This is very low indeed by modern standards. In 1688, well 
before the industrial revolution, we should not expect the rate of investment 
to be as high as it is in a modern industrialised economy, but it seems likely 





-y that King's estimates omit an important source of income, and an even more inm- 

0,2 portant source of saving, by failing to measure the activities of the joint 
stock companies trading overseas. Their distributed incomes are obviously 

3.0 





(17) Research ir.to parish and municipal records would give some basis for 

; estimating the relative weight and importance of other types of local 
2.4 government activity. This appears from a reading of some of the articles 
which have recently been published in Local Government Finance by various 











24 municipal archivists. See, for example, Elizabeth Halcrow, "Newcastle- 
upon-Tyne before 1835", Local Government Finance, LVII, No. 9 (September 
1953), Figures quoted for 1700-01 for Newcastle show receipts of £8,658, 

} expenditure of £7,687, and a balance for the year of £971. 

4,0 

0.4 \ (18) Colin Clark in National Income and Outlay, London, 1937, discusses King's 

a estimates but makes allowance as though none of the domestic servants 

® ; 


had been included. 


(19) King, op. cit., p. 42. 
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intended to figure in the £2,400,000 which were attributed to the incomes of 
"merchants and traders by sea." Their undistributed incomes have no place at 
all in these calculations. According to Scott, this was a particularly profit- 
able period for the foreign trading companies 20 Their new investment in ships 
or goods, and in overseas factories, concessions or fortifications were unlikely 
to have been negligible. 


In principle new investment by individuals is accounted for in King's cal- 
culations, but there is one type of investment in this period which may have been 
omitted since it was financed from incomes earned outside England and Wales, 
This is the capital brought in by immigrants from France (after the revocation 
in 1685 of the Edict of Nantes which drove the Huguenots abroad) and from Holland 
at the accession of William III. Both groups of immigrants were wealthy on the 
whole and both tended to include a high proportion of artisans or industrialists, 
It was estimated that the Huguenots brought with them valuable tools and imple- 
ments to the value of £3 million,21 King himself mentions the efflux of refugees 
as one cause reducing the national income of France between 1688 and 1695, 


As a final comment on the probable) errors and omissions in King's estimates 
as set out in Table 1, it should be pointed out that the distinction which we 
have suggested at item 14 is highly tentative. King does not specifically dis- 
tinguish wages and salaries from profits and interest. In calculating the item, 
which we have called "wages and salaries", we have merely summed the incomes of 
the following categories in King's table of incomes: persons in offices, clergy- 
men, persons in sciences and the liberal arts, artisans and handycrafts, labour- 
ing people and outservants, naval and military officers, common seamen and sol- 
diers; and we have added to the list our own allowance for the earnings of resi- 
dent domestics and children (£4,450,000). It is fairly certain that some of the 
incomes earned by persons in science and the arts, for example, or by artisans 
and handycrafts, are strictly profits. On the other hand, not all the cottagers 
and paupers or persons in the law, both of which groups are excluded from our 
list of wage and salary earnings, can be regarded as exclusively workers on their 
own account. The line between wages and salaries and what is generally called 
"mixed incomes" is, however, so obscure that it is difficult to put much weight 
on these distinctions. Even government servants expected to make a profit out 
of their offices which were openly bought and sold. 


In view of the fact that Petty made estimates of national income aggregates 
at an earlier period, we might hope by a comparison of his and King's results 





(20) W. R. Scott, The Constitution and Finance of English, Scottish and Irish 
Joint Stock Companies to 1720, Cambridge, 1912. He writes that "...on 
the whole the ten years from 1682 to 1691 were the most successful in the 
history of foreign trading bodies. The East India Company was able to 
justify the distribution of a stock-bonus by maintaining its dividend on 
the increased capital; and in 1690 and 1691 the Hudson Bay and African 
companies followed its example." Vol. I, p. 317. 








(21) Ibid, Samuel Augustine Courtauld estimates that about 50,000 refugees 
from France came to England after the revocation. Many of these were mer- 
chants, artificers and manufacturers of some standing, so that it is by 
no means implausible that they should have bought an average of about £60 
worth of tools and implements apiece. "East Anglia and the Huguenot Tex- 
tile Industry," Proceedings of the Huguenot Society of London, XIII (1924- 
25), No. 2, pp. 125-153. 
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to get some idea of the rate of change in the main aggregates and in the struc- 
ture of the economy over the last thirty years of the seventeenth century. 
Unfortunately the differences are within the wide margin of error that must be 
ascribed to the estimates, so that the comparisons can have very little signif- 
icance. Some of Petty's estimates (for example, his estimates of imports and 
exports ) are so wild that even the roughest comparisons are ruled out. At the 
best we can hope to compare their estimates for what Petty calls the "Standard 
of Expense of the whole mass of mankind," that is, their attempts to postulate 
an average income figure. If Petty was right that average personal income was 
about £6, 13. 4. circa 1665 and £7 circa 1671, and if King was right that it 

was about £7. 18. 0. circa 1688 and £7, ]6. 0. circa 1695, then there was a 

rise in average money income of roughly 18% in about a quarter of a century and 
a tendency to fall at the end of the period. Unfortunately it is not possible 
to be precise about the periods involved. According to Hull, Verbum Sapienti, 
in which Petty's first estimates appeared, is supposed to have been written 

some time between 1665 and 1667, and Political Arithmetick, with his second set, 
may have been written any time between 1671 and 1676.22 King, on the other 
hand, was writing in 1695-96 and was reasoning back to 1688 from data available 
at the time of writing23 and forward from 1688-90 on the basis of series discon- 
tinued in later years.24 





King himself tried to use his figures to illustrate some of the changes 
which were occurring between 1688 and 1695 as a result of the French war. He 
believed that private expenditure on food and drink had fallen by about £300,000, 
on clothing by about £200,000, and on consumption in general by about £700,000. 
Disposable incomes of individuals had fallen by about 2/- per head, and taxation 
had more than trebled, rising from 7s. 3d. per head in 1688 to £1. 4s. per head 
in 1695. 


Both Petty and King made comparisons with Holland and France, which were 
subject to an even greater margin of error than their estimates for England and 
Wales, King's estimates of the relative positions of the three countries in 
1688 and 1695 are of some interest, however, in illustrating the intelligent con- 
eer view of the economic strength of England by comparison with its chief 
riyals. 


These comparisons suggest that in 1688 England was distinguished by a 
relatively high level of consumption and a relatively low rate of taxation as 
compared with either France or Holland, and a relatively low rate of capital 
accumtzLation as compared with Holland. In 1695, as a result of the war with 
France, all three countries increased their rate of taxation and reduced their 
level of saving and of consumption. King's belief that there was actually dis- 
saving in England in 1695 may have been true in spite of the qualifications we 
add concerning his omission of corporate saving, since the foreign trade com- 
panies which were thus omitted from the capital account were hard hit by the war 
and may even have reduced the national capital during the lean years. 





(22) Petty, Works, Vol. I. 


(23) His food consumption estimates relate to 1695, for example, and are ad- 
justed in toto for 1688, 


(24) E. g., the material in the hearth books. 
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International Comparisons, 1688 and 169525 
Estimates per Head of the Population 



































England France Holland 

1688 1695 1688 1695 1688 1695 

£sad isd Z£sdqd isd £sad Zs 4 

Consumption 7 4 0 7 3 O Bo) 8 4.3673 5 0 0 €35e8 
Taxes? O24 ® ‘6: &:-4° 8s 23 2 «2.8 
Saving27 6 8 -11 0 7. 2. -8 10 18 4 13 \ 
718 0 716 O 6 3 0 518 0 a a ae ae 


3. Eighteenth Century Estimators of National Income 
and Their Bases of Estimate 








We may conclude, therefore, that Gregory King's estimates give a useful 


framework of analysis for the English economy at the end of the seventeenth cen- » 
tury and a convenient starting point for a study of economic growth in the United 
Kingdom, If we examine the work of Gregory King's eighteenth century successors 
in the study of the national economy, however, we find a disappointing lack of 
the kind of estimates which might enable us to go forward from this starting ) 


point. 
write 


Davenant, who became Inspector-General of Customs in 1703, continued to 
essays on economic policy, but he produced no research results of his ow, ° 


In the essays written after his appointment, we find no new estimates by him- 
self or by Gregory King or by any of the other independent enquirers whose inves- 
tigations gave him material for his earlier works. 


The early eighteenth century pamphleteers on economic policy had learnt 


from the example of the political arithmeticians to support their arguments with 
national aggregates, and they commonly gave figures of national income and ex- 
penditure. These figures were often introduced with so little attempt at statis-, 


tical 


justification that it is difficult to believe that more serious observers 


intended them as more than a numerical illustration of their general argument. 
Most of those who put any stress on estimates of national income or wealth went 
back to Petty and King for their basis, With minor discrepancies, for example, 
the estimates of national income and wealth which appeared in the British Mer- 


chant 


in 1721 are the estimates published in Petty's and Davenant's writings.28 





(25) 


(26) 


(27) 


(28) 


King, op. cit., p. 55. 


Including local government taxation, the English average would be in the 


region of 10s Od per annum, { 


King sets off poor relief against total saving by the private sector, in 
arriving at these estimates of net saving per head. His estimated total 
saving in England, i. e., before netting out poor relief, amounts to about ’ 
8s 9d per head. 


Charles King, The British Merchant and Commerce Preserver, London, 1721. 
In 1740 Matthew Decker in An Essay on the Causes of the Decline of the 
Foreign Trade, took the figures published in the British Merchant (them- 














selves based on Petty's estimates) as his starting point and scaled them 
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By-Stander, whose open letter to a member of Parliament induced a long series 
of answers and rejoinders, mainly distinguished by their extremely inaccurate 
use of figures, also went back to Petty and Davenant to find a basis for his 
calculations of national income and wealth.29 He arrived at an estimate of na- 
tional income in 1688 by taking Petty's estimates of coin in circulation and 
total income for 1660, and Davenant's estimate of coin in 1688, and by assuming 
a fixed relation between income and money in circulation. This enabled him to 
discover a sharp increase in national income and a relatively smaller increase 
in government revenue, and to deduce that the proportion of national income at- 
tributable to government decreased. Few of those provoked to answer him sup- 
ported their case with more accurate information, They relied, like him, on an 
intuitive evidence. "A Man must be an utter Stranger to this City that does 
not know the Decay of Trade, and to the Kingdom if he does not see an Universal 
Face of Poverty upon the common People."30 


A high proportion of the early eighteenth century pamphleteers went back 
to Petty rather than to King, possibly because King's results were available to 
them only in somewhat dispersed and diluted form in Davenant's essays. Andrew 
Hooke scornfully set out to correct King's estimates. He himself claimed to 
practise "true political chemistry" rather than political arithmetic, and this 
seems to be a fair description of his own brand of dogmatic assertion.31 Brief- 
ly, what he did was to use a dubious set of assumptions (originally put forward 
by By-Stander) concerning the proportion of cash in hand to total capital stock 
held by various members of the community, to give him a relationship between 
cash in circulation and national wealth; he then arbitrarily assumed that 





up as follows: "But as necessaries are grown dearer since the year 1713, 
when he wrote, and the number of people increased, I shall compute the 
people at eight millions and their expenses at £8 per head which makes 
our total expense annually £64,000,000." 


(29) A Letter from a By-Stander to a Member of Parliament Wherein Is Examined 
What Necessities There Are for the Maintenance of a Large Regular Land 
Force in This Island, London, 1741, There were replies to By-Stander by 
H-, R-, and Gentleman of Cambridge, among others. Like By-Stander him- 
self, those who replied to him or rejoined to each other were prone to 
prejudiced reporting, to arithmetical errors, to inaccurate copying from 
published sources, and to an unintelligent use of quantitative data. 











(30) H-, R-, A Full and Clear Vindication of the Full Answer to a Letter from 
a By-Stander in Which All the Cambridge Gentleman's Cavils and Misrepre- 
sentations of That Book, in His Letter to Thomas Carte, Are Exposed and 
Refuted, London, 1743. "That Book" is H-, R-,'s own Full Answer to the 
Letter from a By-Stander, published in 1742. 

















(31) Andrew Hooke, An Essay on the National Debt and National Capital, London, 
1750. The dogmatic spirit of the "political chemist" is best illustrated 
by the following quotation from his own essay: "...let it be observed 
that when the nature of any subject does not admit of positive Proofs or 
where such Proofs are not come-at-able, high Probabilities are always 
allowed to supply their Place; and even Presumptions rationally founded 
on antecedent Facts, and even corroborated with strongly concurring Cir- 
cumstances (especially where there does not appear so much as a negative 
Evidence to the contrary) are not only readily submitted to by all fair 
Disputants, but in reality come very little short of proper Demonstration." 
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national income was 10% of national wealth, and was able to use figures of coin 
in circulation to give estimates of national wealth and national incomes which 
"correct" King's estimates and carry the calculation up to the mid-eighteenth 
century. 


In sum, therefore, no considered original estimates of national income 
and wealth appear to have been published during the first half of the eighteenth 
century. Indeed there was a signal lack of the spirit of careful and impartial 
enquiry that distinguished several writers at the end of the seventeenth century, 
There were some diligent compilers of quantitative data on particular topics, 
such as Fleetwood, who compiled a list of prices from actual accounts covering 
a period of 600 years, or Stevens, who produced a historical account of all 
taxes.32 In addition, persons knowledgeable about particular industries pub- 
lished essays which threw a quantitative light on certain aspects of the nation) 
economy.33 But these were inconsiderable pieces in the jigsaw, and there was no 
contemporary author who attempted the kind of enquiry which could provide a 
framework to set these pieces in proper perspective. 


To a considerable extent, the failure of early eighteenth century writers 


on economic policy to continue in the tradition of Gregory King must be ascribed » 


to the meagre character of the official statistics available to them. They had 
no current population or occupational data of any kind, the official trade re- 
turns became less rather than more reliable as the century went on, and the 
public income and expenditure data were incomplete. It is true that a continmu- 
ous series of English trade een was available for the first time, from 
the beginning of the century.34 Their usefulness was, however, reduced by a 
number of factors, of which = most important was the system of valuing 





(32) William Fleetwood (Bishop of Ely), Chronicon Preciosum: or an Account of 
English Money, the Price of Corn and other Commodities for the Past 600 
Years, London, 1707, 


Captain John Stevens, An Historical Account of All Taxes Under What 
Denomination Soever, from the Conquest to the Death of King George the 
First, 2d Ed., to which is added a Table of the Principal Transactions in 
Each Each King's Reign, London, 1733. 














(33) E. g., George Andrew Patrick Briton, pseud., Some Impartial Thoughts on 
the Woollen Manufacturies Wherein the Merits of the Several Pieces Wrote 
‘on This Subject within These Few Years Are Carefully Considered, London, 
1742, 











(34) Davenant's office produced two statistical documents annually: (a) the 
Inspector-General's ledgers, which recorded the imports and exports by 
countries and commodities, and (b) the annual abstracts of the ledgers 
which were submitted to Parliament, In addition, the office prepared 
special reports from its ledgers in response to ad hoc requests from 
Parliament or the Board of Trade or the Treasury. The Inspector-Gener- 
al's ledgers up to 1780 are in existence (in manuscript) at the Public 
Record Office and at the Custom House. Abstracts (specifying countries 
but not commodities) were printed, far the period 1760-99, by David Mac- 
pherson in Annals of Commerce, London, 1805, From 1772 onward a new 
and more convenient set of basic tables began to be prepared which ulti- 
mately superseded the Inspector-General's Ledgers. These were the States 


of Navigation, Revemue and Commerce, which are also available in manu- 
script at the Public Record Office, 
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commodities in terms of an official and unchanging scheme of prices which, 
except possibly in the first few years of the century, was in no sense an ap- 
proximation to actual values. According to Clark, the ledger values became 
completely stereotyped between 1714 and 1721.35 At best the trade figures 

could be regarded as an indicator of changes in the quantity of imports and ex- 
ports, respectively. Over long periods of time, when relative prices changed 
considerably and important new commodities entered into the series, it is doubt- 
ful whether they satisfactorily fulfil even this limited function, 


{here were, however, other statistical pitfalls in the series, Both im- 
ports and exports were subject to inaccuracies as a result of evasion or false 
statement. Highly taxed imports were probably subject to an important degree of 
evasion, Apart from the considerable opportunities for smuggling, there were the 
possibilities of bribing customs officials to make false entries. Goods of pro- 
hibited origin were occasionally entered as coming from some unprohibited source; 
and since taxes and prohibitions varied from year to year, the errors they intro- 
duced were likely to vary through time. Another source of error to which Davenant 
called attention during his term of office but which continued to exist through- 
out the century was the overstatement of exports not subject to duty. From the 
beginning of the century these overstatements, due to the desire of merchants to 
inflate the importance of their trade, affected the figures for woollen goods and 
from 1722 onwards they affected practically all exports. 


The Inspector-General's office was not concerned with Scottish trade re- 
turns until 1755, and Ireland was treated as a foreign country, so that the re- 
turns, and the abstracts based upon them, refer, until the middle of the century, 
to England and Wales only. The State of Navigation tables, however, distinguished 
England (with Wales), Scotland, and Great Britain. The gap in the information 
on Scottish trade is the most serious omission, since there are no ledgers or 
tables of imports and exports extant for the first half of the century.36 For 
Ireland there are ledgers of imports and exports similar to the English Inspec- 
tor-General's ledgers and these are available in manuscript at the Public Record 
Office for the period 1698-1829, Since they are based on a different scale of 
official values, and are probably affected differently by the various sources 
of error which affect the English returns, the two sets of data cannot be com- 
bined without some loss of significance, 





Another statistical office which was in existence from the beginning of 
the century was the office of the general register of shipping, which compiled 
data on the numbers of British ships (including Scottish ships after the Act of 
Union) and the nationality of ships entering and leaving British ports with 
cargo. By means of conventional standardised figures of average tonnages for 
each trade, these returns were used to give estimates of total tonnages entering 
and leaving British ports in ships of various nationalities. If these average 
tonnages were at all accurate, the shipping returns would provide some check 
on the information contained in the Inspector-General's returns, Like the 





(35) G, N. Clark, op. cit., p. 23. 


(36) G,. N. Clark observes that "from 1707 there are General Accounts and Cash 
Books of the Commissioners of Customs and the Auditors' Books of the 
Comptroller General of Customs, but these do not differentiate between 
imports and exports. From 1742 the Port Books for each Scottish port are 
extant and can be used in the same way as the English Port Books." Ibid., 
p. 41. 
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average values used by the Inspector General, however, the average tonnages 
were fixed on the basis of conditions at the turn of the seventeenth century, 
and by the end of the eighteenth century they were far from accurate,37 

Apart from these returns for imports and exports and shipping, there were 
no general statistics of economic activity available to eighteenth century writ- 
ers on economic policy. Even the statistics of public income and revenue were 
both uninformative and deficient, Until the end of the century when Pitt intro- 
duced his income tax, the state depended for its revenue largely on the customs 
and excises and the land tax (which had developed into a fixed rent charge), 
Nor did contemporaries have adequate information on total government activity, 
No complete statement was made of total public income and expenditure in the ) 
eighteenth century, and contemporaries had to depend for information on the par- 
liamentary votes of supplies, and ways and means, and similar accounts, which 
could be extracted from the House of Commons Journals.38 No balanced annual ac- 
counts were published or otherwise made available to Parliament or people until 
1823, and the balanced accounts of public income and expenditure for the eigh- 
teenth century were not published until 1869, when, after twelve years research 
in Treasury records by a Chief Clerk of the Exchequer, net accounts appeared 
for the whole of the period 1688-1802, and gross accounts for the period 1802- 
1869 in Sessional Papers Volume 35.39 Even then net accounts only were pub- 
lished for the eighteenth century, since information on charges of collection 
and management of the Customs, Excise, and Post Office departments were too in- 
complete to permit precise statement of the gross revenues paid by the public,40 | 








(37) Macpherson, op. cit., estimated that the true tonnage was at least 50 per 
cent above. The original records of the office seem, in any case, to have 
disappeared. Those of its statistics which are now available were ab- 
stracted by contemporaries or are included in documents which the office 
returned to Parliament or to some other government department. Clark, 
for example, refers to two volumes of tables which were sent to a commis- 
sioner of customs in 1782 and subsequently bequeathed by him to the 
British Museum. 


(38) These were the sources for the statistics published by Captain John Stev- 
ens, op. cit.; by James Postlethwayt in his History of the Public Revenue 
from the Revolution in 1688 to Christmas 1753, with an appendix completing 
same to Christmas 1758, London, 1759; by Sir Charles Whitworth in A Col- 
lection of the Supplies and Ways and Means from the Revolution to the 
Present Time, London, 1764; and by Sir John Sinclair in his History of 
the Public Revenue of the British Empire, Containing an Account of the / 
Public Income and Expenditure from the Remotest Periods Recorded in His- 
tory to Michaelmas 1802, London, 1803. 

















(39) Sessional Papers 35, Accounts and Papers Vol. 2, See Appendix 13 for a 
full annotation of the accounts then published, written by the compiler 
H. W. Chisholm with the advice of the "most experienced financial offi- 
cers of the Government." 





(40) It was the practice, for example, "to remimerate the revenue officers 
partly by salaries, from which large deductions were made for taxes and 
other charges, and partly by fees and gratuities and other entitlements 
received by them, of which no account was ever rendered." Chisholm, 
ibid., Appendix 13, p. 328. It should be noted that these accounts 
related to receipts into and issues from the exchequer rather than to 





1 
é 
1 
I 
I 
1 
: 
¢ 
‘ 
f 
I 
] 
c 
! 
1 
’ 


i ae 


it- 


ro- 


er 
ave 


v= 
ue 


ECONDMIC DEVELOPMENT AND CULTURAL CHANGE 17 


The second half of the eighteenth century was more fruitful in quantita- 
tive observations on the level of economic activity in general or of some consid- 
erable part of it. The prominent pamphleteers seemed more inclined to support 
their arguments by reference to independent and relatively objective records of 
national growth or decline. In part this was probably due to the increasing 
number of extracts from official sources and compilations of historical data 
which began to be published by contemporaries. Whitworth, for example, was a 
strong believer in dissemination of basic information. He published Davenant's 
collected writings and compiled two volumes of figures from the House of Commons 
Journals.41 James Postlethwayt was another who copied out a volume of tables 
for public consumption,42 and there were copyists of the Irish House of Commons 
Journals as well as the English ones,43 Later Chalmers,44 Anderson,45 and Mac- 
pherson46 published analytical and factual surveys of the economic state of Great 
Britain and its historical and political background which contain considerable 
quantitative detail. Finally, by the end of the century, Playfair, the self- 
styled "inventor of lineal arithmetic", was graphing the trends in public reve- 
mue and expenditure and trade, and compiling statistical abstracts of interna- 
tional scope.47 


Much of the very considerable volume of pamphlet material which was pro~ 
duced during the second half of the eighteenth century was illustrated by 
quantitative estimates of national economic activity, or of some part of it, 
More important still than the pamphleteers, however, was a growing group of in- 
vestigators who displayed a more persistent and more ambitious spirit of sta- 
tistical enquiry. In a mumber of cases they initiated more or less systematic 





amounts spent or received by the government departments concerned. They 
do not therefore give a chronologically exact account of cash payments 

and receipts of government, although they are closer to this than the 
parliamentary votes of supplies and ways and means which were all that 
contemporaries had to work with, It was not until 1866 that appropria- 
tion accounts began to be drawn up for all departments (they were applied 
to the naval accounts in 1832 and to military expenditure in 1846), and 
that information was available on the sums appropriated and the sums actu- 
ally spent by each government department within a given year. 


(41) Sir Charles Whitworth, A Collection of the Supplies, etc., op. cit., and 
State of the Trade of Great Britain, London, 1776. 
(42) Postlethwayt, op. cit. 


(43) E. g., An Account of the Revenue and National Debt of Ireland, London, 
1754, 





(44) Chalmers, op. cit. 


(45) Adam Anderson, An Historical and Chronological Deduction of the Origin of 
Commerce, in 4 volumes, 2d ed., London, 1789, 





(46) Macpherson, op. cit. 


(47) William Playfair, Lineal Arithmetic Applied to Show the Progress of 
Commerce and Revenue of ‘land dur the Present Cen » London, 1798. 
Also, The Statistical Breviary Sho on a Principle Entirely New the 
Resources of Every State and Kingdom in Europe, London, 1801. 
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enquiries into the subjects which interested them, and set out to collect the 
raw material for their analyses from hitherto unpublished ‘sources and even by 
first hand enquiries. Writers in the perennial population controversy, for ex- 
ample, seeking a more scientific basis for their estimates, examined bills of 
mortality, and made personal enquiries among parish registers in England,48 or 
among tax records in Ireland.49 In Scotland, Webster attempted a complete enu- 
meration of the population by means of "a general correspondence both with Clergy 
and Laity."50 But limited enquiries left considerable scope for personal inter. 
pretations, and the population problem remained one of insoluble controversy 
until the end of the century. Then in 1800 Eden published a characteristically 
careful set of estimates,51 based on more extensive personal enquiries among 
parish registers and tax records, than any of his English predecessors had at- 
re ery and in 1801 the results of the first Census of Population were pub- 
lished.°2 The census contained Rickman's first estimates of population for the 
period 1700-1800 and the data on baptisms and burials which he used as a basis 
for these estimates and which were collected in the course of the census. Given 
that data which became available during the nineteenth century, it is possible 
to make reasonably reliable estimates of the course of population in the eigh- 
teenth century, but in any attempt to assess the absolute values put on eighteenth 
century economic activity by contemporaries, it should be born in mind that this 
information was not available to them, 


First hand compilations of data were not confined to population subjects, 
There were diligent enquirers amassing and critically analysing data on actual 
transactions and activities in other spheres. Arthur Young's exhaustive enquir- 
ies into the state of agriculture in particular areas of Great Britain53 were 
the forerunners of a detailed series of county by county studies launched under 
the auspices of the newly formed Board of Agriculture later in the century.°4 


i 





(48) See especially Richard Price, Essay on the Population of England, London, 
1780, and William Wales, An Inquiry into the Present State of the Popula- 
tion of England and Wales, and the Proportion Which the Present Number of 
Inhabitants Bears to the Number at Former Periods, London, 1781. 














(49) John Baker Holroyd, Earl of Sheffield, Observations on the Manufactures, 
Trade and Present State of Ireland, London, 1785. 








(50) Alexander Webster, Analysis of Population, 1755. Reprinted in James Gray 
Kyd, Scottish Population Statistics, Edinburgh, 1952. 








(51) Sir Frederick Morton Eden, An Estimate of the Number of Inhabitants in 
Great Britain and Ireland, London, 1800. 








(52) Parliament, Abstract of Answers and Returns for an Account of the Popu- 
lation of Great Britain in 1801, Sessional Papers, 1801 (140), Vol. 6. 
It was not until 1821 that Ireland was included in the Census. 








(53) Arthur Young, A Six Months Tour through the North of England in 4 volumes, 
London, 1770; The Farmer's Tour through the East of England in 4 volumes, 
London, 1771; Political Arithmetic, London, Part I, 1774, and Part II, 1779, 











(54) Board of Agriculture, Reports and General Reviews of the State of Agri- 
culture in the English Counties, 1795 and 1814, The contents of these ) 
volumes, of which there were one or more for each county, were critically 
digested by William Marshall in 1814-15. 
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His estimates of national income arising out of his agricultural researches 

were the first considered and original estimates of national income since Greg- 
ory King, although it must be admitted that his calculations for the non-agri- 
cultural sectors were extremely sketchy, A considerable volume of data was 

also collected on the plight of the poor. David Davies collected and published 
a large number of family budgets from different parts of the country in the 
period 1787-94; although they all contained a considerable element of interpre- 
tation and estimate on the part of the individuals who collected them from the 
families concerned, they were sufficiently fully annotated to provide a fairly 
informative picture of the patterns of expenditure of the poor.°S Sir Frederick 
Eden approached the economic problems which interested him in the same fully 
enquiring spirit. He made the population estimates which have already been re- 
ferred to; he collected and analysed much first hand data on the economic con- 
dition of the labouring classes;°6 later, when chairman of the Globe Insurance 
Company, he made a series of estimates of income and wealth for different sec- 
tors and industries of Great Britain in the course of an estimate of the total 
insurable wealth of the country.°7 Finally, that giant among the early investi- 
gators of economic and statistical subjects, Sir John Sinclair, began in 1790 
the Statistical Account of Scotland, which ran to 21 volumes and took more than 
seven years to complete,o5 





Fortunately the influence of the conscientious seekers after statistical 
truth was strong in parliamentary circles, and an increasing number of reports 
of parliamentary committees were systematically enriched by detailed quantita- 
tive data for the subject they covered.59 The basic sources of supply of sta- 
tistics were also being improved. In 1797 exports began to be valued at mer- 
chants' declarations as well as at official values. A series of reports by 
Committees on Public Accounts set the stage for a reform of the procedure of 





(55) David Davies, The Case of Labourers in Husbandry, London, 1795. 





(56) Sir Frederick Morton Eden, The State of the Poor, or An History of the 
Labouring Classes in England from the Conquest to the Present Period, in 
3 volumes, London, 1797, See also his Observations on Friendly Societies 
for the Maintenance of the Industrious Classes during Sickness, Infirmity, 
Old Age and Other Exigencies, London, 1801. 

















(57) Eden's estimates of insurable wealth are quoted fully (but without tex- 
tual commentary) by Macpherson, op. cit. 


(58) Sir John Sinclair, The Statistical Account of Scotland, in 21 volumes, 
Edinburgh, 1791-1799, 





(59) See, for example, the Reports from the Committees on the Laws Which Con- 
cern the Relief and Settlement of the Poor and of Parish Poor and of 
Parish Poor Children and Also Which Relate to Charitable Donations for 
the Benefit of Poor Persons, for various dates, 1775-1788, House of 
Commons Reports, 1st Series, Vol. IX, which give voluminous statistics 
on poor law assessments and expenditure and related matters, Also the 
Reports of the Select Committee on the Cultivation and Improvement of the 
Waste, Uninclosed and Unproductive Lands of the Kingdom, 1795-1800, Re- 
ports of the Committees of the House of Commons, Volume IX, Also, for 
example, Report of the Committee Appointed to Enquire into the State of 
the Copper Mines and Copper Trade of this Kingdom, House of Commons Re- 
ports, Vol. X, 1799. 
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public accounting at the beginning of the nineteenth century. Arrangements 
were made for the first full Census. When the Reverend Henry Beeke and Benjamiy 
Bell made their estimates of the national income of Great Britain about 1799, 
they both took as their starting point an estimate of taxable income which had 
been made by William Pitt in connection with his proposals for an income tax,60 


4, Contemporary Evidence of the Rate and Pattern of Growth 
in the Eighteenth Century 








If we now ask ourselves what light the estimates of contemporaries throw 
on the rate and pattern of economic growth, it must be admitted that their as- 
sessments provide a far from complete story. Arthur Young's estimates for Eng- 
land and Wales can be obtained from three sources, They are respectively the 
reports of his Northern and Eastern tours and his Political Arithmetic.61 The 
agricultural estimates are carefully considered and are set out in some detail; 
his final conclusions are given in Political Arithmetic, where he reached a na- 
tional total by averaging the results he reached as a result of the Eastern and 
Northern tours. Most of the non-agricultural estimates were first given in the 
report of the Northern Tour, and are merely summarised in Political Arithmetic, 
although there are some cases in which he had second thoughts. The summary of , 
his results given in Table 3 below is thus largely derived from Political Arith- 
metic, There were, however, occasions where an item appeared in one or both of 
the tour volumes but not in Political Arithmetic. Young's own procedure of 
striking a straight arithmetical average was adopted, 62 














Some of the items in this table call for further explanation. It would 
appear that Young's estimates for manufacture were intended to correspond with 
a "value added" concept, excluding interest on borrowed capital, and they are 
therefore entered in the form he gives for them.63 However, we have also in- 
cluded, under item 14, an amount which Young calculates is paid to rural arti- 
sans for "wear and tear of draught cattle." This represents the work of black- 
smiths, wheelwrights, collarmakers, etc., and there is certainly some double 
counting involved here, in that the value of coal, iron, leather, etc., has not 
been deducted, §4 





(60) The Rev. H, Beeke, Observations on the Produce of the Income Tax and on 
its Proportion to the Whole Income of Great Britain, A New and Corrected 
Edition with Considerable Additions Respecting the Extent, Commerce, 
Population, Division of Income and Capital of This Kingdom, London, 1800, 
Benjamin Bell, Essays on Agriculture, Edinburgh, 1802, 

















(61) Arthur Young, Northern Tour, Vol. IV; Eastern Tour, Vol. IV; and Politi- 
cal Arithmetic, Part II. 








(62) It will be appreciated that Young did not always define his concepts un- 
ambiguously, and some element of interpretation had necessarily to be 
employed in classifying and aggregating his data. We have not attempted 
here to correct his results except where arithmetical errors were in- 
volved (as in the total for gross produce of agriculture which appears 
on p. 28 of Political Arithmetic, Part II). 





(63) See Northern Tour, p. 544, where he specifically refers to the "value of 
the labour added." 





(64) Ibid., p. 511, where Young indicates that the value of coal and iron, 
for example, has been included in the amounts paid to blacksmiths. 























Political Arithmetic, Part II. They usually represent an average of the figures 
given in the earlier Northern and Eastern tours, The figures for copse wood and 
depreciation of draught cattle, however, are in the Eastern Tour orly, and for 
maintenance of farm buildings in both tour volumes but not in Political Arith- 
es metic, The broad totals for manufacture, commerce, and miscellaneous are in 
Political _ Arithmetic, but the breakdowns are in the Northern Tour, except in 

, the case of wool, where an estimate of £7 million given in the Northern Tour is 

reduced to £5 million in Political Arithmetic, Part II, where he claims to be 

basing himself on the advice of manufacturers. 


ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 21 
Table 3. 
Rs ' The National Product of England and Wales circa 1770, after Arthur Young 
lad 
x, 60 me 
I. Agriculture 
1. Arable crops 41.734 
2. Timber and copse wood 4.195 
3. Livestock 26.172 
row 4, Wool 3.199 
ote 5. Hay sold off farms 3.926 
Eng- 6. Gross output of agriculture 79.226 
he 7. Less seed, materials bought from artisans, depre- 
The ciation of draught cattle, maintenance of farm 
ail: buildings, tythes and rates 21.056 
Bh 8, Net value added in agriculture 58.170 
a Il. Manufactures 
tic 9, Wool 5.000 
ae 10. Leather 4.000 
rith 11. Mineral manufactures 6.000 
h of 12. Flax, hemp, glass, earthenware 2.000 
13. Cotton and silk 2.000 
14, All other, including rural artisans supplying 
agriculture 7.493 
id 15. Net value added by manufacture 26.493 
— III, Commerce 
ma 16, Artisans and shopkeepers 6.500 
tie 17. Foreign commerce and shipping 10.000 
oats 18, Other 0.500 
m 19. Total value added in commerce 17.000 
= IV. Miscellaneous 
pil 20, Inland fisheries, parks, mines 1.805 
a 21. Interest 5.000 
ted 22. Public revenue incomes 5.724 
— 23. Law, medicine, arts 5.000 
800 24, Rents of houses 4,000 
nae 25. Clergy 4,624 
26. Total miscellaneous incomes 26.153 
H- VY. Total National Output 127.816 
un- 
we d Notes on the Sources of Table 3: Most of the agricultural estimates are in 
































22 EARLY NATIONAL INCOME ESTIMATES FOR MEASUREMENT OF ECONOMIC GROWTH 


It should be noted also that the interest charges included in item 21 are 
specifically defined by Young to exclude interest on capital borrowed by farmers, 
which he has included in the net output of agriculture.55 It does, however, y 
cover interest borrowed by manufacturers and traders and others in the private 
sector. National debt interest paid to nationals was included by Young in his 
estimate of the incomes paid out of the public revenue, but to conform with 
modern definitions of national output, we have chosen to exclude it and have ac- 
cordingly reduced his estimates for "public revenue" incomes from £9 million to 
£5,724 million,66 


In his Northern Tour Young estimates the product of woods, timber, inland 
fisheries, parks, and mines of all sorts to amount to £6 million;6§7 elsewhere 
he puts the value of timber at £1,200,000 and copse wood at £2,995,000. Item 20 
is thus a residual amount which we have attributed to inland fisheries, parks, 
and mines, The incomes of the clergy (item 25) have been equated to tithes, de- 
fined to exclude the expenses of collection (using Young's estimates). Rents of 
houses for the country as a whole were "supposed" by Young in his Northern Tour 
to amount to £21 ,000,000,68 But later, in his Political Arithmetic, he puts 
the landlords! rent from housing in cities and towns at £2 million; for rural 
areas he seems to have included it in the landlords' rent from land.69 It seems 
impossible to regard the figure of £21,000,000 as a considered estimate, and we 
have arbitrarily chosen to assume that the rent of rural housing was equivalent 
to that for urban housing and to adopt a figure of £4 million to cover rents 
of houses. This seemed preferable to the alternative procedure of including 
rural housing and excluding urban housing. 











By selecting and listing all the items obtainable in this way from Young's 
estimates and calculations, we thus reached a total of approximately £128 mil- 
lion, The obvious omissions from this list appear to be domestic service (ex- 
cept in so far as it was associated with some trade or industry such as farming, 
when it was specifically included), the sea fishing industries, the incomes of 
parish officials and employees (e. g., workhouse staffs), or the building and 
contracting industries. On the other hand, there is evidence of double counting 
in that the services rendered by rural artisans have been entered gross of the 
materials used. The omissions probably out-weigh the double counting, although 
they are unlikely to bulk very large, and it may perhaps be assumed that Young's 
calculations imply a total net national output of about £130 million inclusive 
of domestic service. On the assumption that it related to a population of 
approximately 7 millions, this suggests a per capita national income of about 





(65) An average of the estimates in the Northern and Eastern tours for this 
item of interest paid by farmers would put it at about £4,811,000. 





(66) Total public debt charges in 1770 were £4,836,000 (Sessional Papers 35, 
Vol. 2, App. 13). George Grenville, in The Present State of the Nation, 
London, 1768, p. 62, puts the amount of national debt interest paid to 
foreigners at £1,560,000, which suggests that the amount received by na- 
tionals was in the region of £3,726,000. This is the estimate we have 
used to reduce Young's total of £9 million. 








(67) Young, op. cit., p. 543. 
(68) Ibid., p. 519. 


(69) Political Arithmetic, Part II, pp. 30-31. 
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£18,5.79 This is rather more than twice the figure of about £8.7 per head (in- 
cluding resident domestic) suggested by Gregory King approximately eighty years 
before. 


If we may judge from the price indices which have so far been constructed 
for the eighteenth century, there was very little difference in the general level 
of prices as between 1688 and 1770.71 On the other hand, there is some evidence 
of significant changes in the structure of relative prices and in the content of 
economic activity as between 1688 and 1770. Although one pound sterling may have 
had in 1770 much the same value in terms of goods as it did in 1688, the content 
of the basket of goods it bought had changed considerably, and was still changing. 
Late eighteenth century writers refer to a shift towards wheat as a staple food 
at the expense of other grains such as rye, oats, and barley. 72 There had also 
been some shift in the character of economic activity and in the nature of its 
rewards. Over a million acres of land had been enclosed between 1688 and 1770, 
and the growth of an agricultural proletariat brought with it a changing wage 
structure. A disproportionate increase in expenditure on poor relief can also be 
regarded as a reflection of structural changes in the flow of incomes, 





(70) Various attempts (beginning with Rickman's in the 1801 Census) have been 
made to analyse the baptism, burial, and marriage data now availabie for 
the 18th century and to deduce from them estimates of the trend of papula- 
tion in that century. The most thorough attack on the problem seems to 
have been that of John Brownlee, whose estimates are accepted here. They 
are published in two articles on "The History of the Birth Rate in England 
and Wales," Public Health, XXIX (June and July 1916), pp. 221-222 and 
228-238, 





(71) No completely satisfactory price indices have been compiled for the 18th 
century. Most of the collected price series are contract prices which 
have been deduced from institutional transactions, and these have numerous 
peculiarities which make them an unsatisfactory guide to price levels in 
retail markets. A vast number of these institutional prices have been 
collected, analysed, and published in Volume I of Sir William Beveridge's 
Prices and Wages in England from the Twelfth to the Nineteenth Century, 
London, 1939, They have also been used by Elizabeth Boody Schumpeter and 
Elizabeth W. Gilboy in constructing indices of consumer goods prices, 
of producer goods prices, and of cost of living. See E, W. Gilboy, "The 
Cost of Living and Real Wages in Eighteenth Century England", Review of 
Economic Statistics, XVIII, 3 (August 1936), pp. 134-143, and E, B. Schum- 
peter, "English Prices and Public Finance, 1660-1822", Review of Economic 
Statistics, XX, No. 1 (February 1938), pp. 21-37. 











(72) The extent of the shift is difficult to assess quantitatively. A pam- 
phleteer writing in 1800 calculated that as a result of the changes in 
relative prices and consumption habits as between 1688 and 1772, the cost 
of supplying the population with bread corn had increased by about 20%. 
See J. Brand, A Determination of the Average Depression of the Price of 
Wheat in War, London, 1800, It may be noted, on the other hand, that 
Gregory King's estimates suggest that in 1688 less than 8% of the net 
output of barley was used for making bread, and it is also noteworthy 
that even as late as 1795, Sir Frederick Eden's labourers' budgets showed 
that barley and oats were still the staple diet of the poor in some parts 
of the country. 
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It is thus exceedingly difficult to assess the quality and the strength 
of the rate of economic growth during the 80 years between Gregory King and 
Arthur Young, simply in terms of their respective estimates of the level of 
economic activity. If we take the figures at their face value, we may conclude 
that there had been an important but unspectacular advance in the level of 
economic activity over the period. The rate of growth seems to have been of 
the order of 1% per annum, Whether or not the two estimates are strictly con- 
parable in the extent to which they over-estimate or under-estimate particular 
sectors of economic activity it is not possible to say. The impression which 
emerges from a study of Gregory King's estimates is that his was a relatively 
conservative and meticulous approach, and that his omissions were unlikely to 
have been outweighed by his overstatements. The impressions left by a study of 
Arthur Young's estimates are firstly, that he had a tendency to overstate the 
value of agricultural activity in the national economy, and secondly, that the 
non-agricultural components of his calculation are so inadequately described 
(and probably so inadequately considered) that it is impossible to make a rea- 
soned assessment not only of the margins of error involved, but even of the 
probable directions of the errors. 


Specific criticism of Young's agricultural estimates has generally taken 
the form of indicating over-estimates. Sir John Luccock, for example, thought 
he overstated the output of wool,73 and later investigators have tended to con- . 
firm Luccock's estimates.?4 It has been argued that he tended to over-estimate 
the yield of wheat7° and the acreage under crop.’© It is perhaps also signi- 
ficant that Sir Frederick Eden's estimate of the annual crop of wheat, barley, 
rye, oats, and beans around 1800 amounted to only 25 million quarters compared 
with Young's estimate of over 30 million in 1770.77 Whether Young underesti- 
mated the non-agricultural components of the national output it is not possible 
to say at this stage. It seems probable on the face of it that his omissions 
would affect these sectors more than the agricultural sectors. On the other 
hand, he had a tendency to select arbitrarily large numbers to account for 





(73) Sir John Luccock, The Nature and Properties of Wool, illustrated, Leeds, 
1805. 





(74) E. g., Sir James Caird, English Agriculture in 1850-51, London, 1852, 
p. 523, "...we cannot doubt that Young greatly over-rated the produce of 
his time." For a more recent assessment and a similar conclusion, see ) 
G. E. Fussel and Constance Goodman, "Eighteenth Century Estimates of Bri- 
tish Sheep and Wool Production", Agricultural History, IV, No. 4 (October 
1930). 








(75) M. K. Bennett, "Britain's Wheat Yield for Seven Centuries", Economic His- 


tory (Supplement to the Economic Journal), III, No. 10 (February 1935), 
pp. 12-29, 





(76) L. P, Adams, Agricultural Depression and Farm Relief in England, 1813- 
1852, London, 1932. 





(77) Eden's estimates (quoted in Macpherson's Annals of Commerce, p. 549) were 
designed to give a basis for estimate of the insurable value of the crop, 
and it is possible that he attached little intrinsic value to the quanti- | 
ties concerned. However, Eden was a careful observer and his estimates 
are never entirely without weight. 
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sectors about which he had very little information.78 The general impression 
ieft by his calculations is that he is on balance more likely to over-estimate 
than to under-estimate; and if we also accept the view that Gregory King was 
more likely to under-estimate than to over-estimate, the probability is that a 
comparison of the two estimates suggests a higher rate of growth than actually 
occurred during the eighty years or so which followed the Revolution. 


Such other general indicators of economic growth as are readily available 
tend to confirm the view of a slow but definite advance in the level of economic 
activity during approximately the first three quarters of the eighteenth century. 
Table 4, for example, gives a series of per capita decade averages for imports 
and exports and for total central government expenditure. The trade figures re- 
late to England and Wales only, excluding trade with Scotland for which no ade- 
quate figures are available, but including trade with Ireland.79 They are sub- 
ject to the qualifications already referred to above in commenting on the eigh- 
teenth century statistics: in brief, they are affected by smuggling and false 
statements to a degree which we have no reason to believe was constant throughout 
the period, and the system of valuing by official values (approximating in most 
cases to prices prevailing in the last decade of the seventeenth century) pro- 
duced weighted aggregates which lost a good deal of their significance as the 
actual price structure changed. The figures of central government expenditure 
on interest charges, reduction of debt, etc., are derived from the series com- 
piled by Chisholm and published officially in 1869,80 "Decade averages" of 
population used to give the per capita estimates in Table 4 were calculated 
from Brownlee's estimate for the beginning of each decade from 1701 to 1801 by 
taking the midpoint’ between each pair of figures,81 


The per capita averages in Table 4 suggest that by the seventh decade of 
the eighteenth century, the volume of exports had increased by about 132 per 
cent over the level at the end of the seventeenth century, the volume of imports 
had almost exactly doubled, and the money value of government expenditure had 
increased by 83 per cent. The eighth and ninth decades show a fall in this 
level as far as exports were concerned, but imports continued to rise. By the 
last decade in the century, exports had more than trebled as compared with the 
end of the seventeenth century, imports had almost trebled, and central gov- 
ernment expenditure was nearly three and a half times its value at the end of 
the seventeenth century. The accelerated increase in the level of government 
expenditure at the end of the period was in part a mere money increase for 
prices showed a definite upward turn in the last twenty years of the century, 
but in part it also reflects the relatively heavy burden of the Napoleonic 





(78) The estimate of £21 million for rent of housing, which was rejected above, 
is a conspicuous example of this tendency. 


(79) The source for the period up to 1773 is Sir Charles Whitworth, State of 
the Trade of Great Britain, London, 1776; after 1773 the main source is 
Cesar Moreau, State of the Trade of Great Britain with All Parts of the 
World, London, 1822, using data given by David Macpherson in Annals of 
Commerce to exclude the Scottish trade which is included in Moreau's ser- 
ies, but not in Whitworth's. Trade in bullion has been excluded, but 
other re-exports are included, 











(80) Sessional Papers 35, op. cit. 


(81) John Brownlee, op. cit. 
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wars.82 It is difficult to assess the effect of smuggling in vitiating the 
trade figures, but contemporary reports suggest that it had increased in effec. 
tiveness over the century, so that the increase in the value of imports is 
probably understated. 83 


Table 4, 


The Growth in Levels of Trade and Government Expenditure 
in Eighteenth Century England 








Annual averages per head of the population 


Total Central 








Merchandise Merchandise Government 
Imports “Exports Expenditure 
£ £ £ 

Before 1700 0.797 (84) 0.915 (84) 1.569 (85) 
1700-09 0.805 1.033 1.596 
1710-19 0.913 1.55 1.982 
1720-29 1.135 1.302 1.521 
1730-39 1.260 1.526 1.345 | 
1740-49 1.208 1.679 2.076 
1750-59 1.316 1.944 1.934 
1760-69 1.593 2.126 2.873 
1770-79 1.659 1.976 2.48 
1780-89 1.740 1,824 3,864 
1790-99 2.351 2.845 5.448 


At the end of the eighteenth century, Pitt's proposal to introduce an 
income tax led to a revival of interest in the total of the national income, 
The best known of the estimates which were then made is Beeke's, which is show 
in Table 5 below, together with Pitt's estimate of taxable income which Beeke 





(82) E, B. Schumpeter's (op. cit.) consumer goods price index (1700=100) had 
reached 121 in 1790 and 212 in 1799, and the producer goods index was 107 
in 1790 and 144 in 1799. See also Table 7 below. 


(83) See especially the First Report of the Committee on Illicit Practices } 
Used in Defrauding the Revenue, December 1783, published in 1803 in Vol. 
XI of the Reports from the Committees of the House of Commons, "From 
the accounts of the principal officers of the out-posts.....it appears 
that the fraudulent importation of many principal articles of revenue, 
without payment of duty, has lately increased to a very alarming degree 
and is carried out with the most open and daring violence in every acces- 
sible coast of this kingdom." 








(84) Average for three years 1697-99, Using Gregory King's estimates, the 
corresponding figures for the year 1688 were £1,067 (imports) and £0.783 
(exports). Trade seems to have been erratic from year to year, however, 
and a single year's figures may have been misleading. Thus, for example, | 
annual exports varied from £3.5 million to £6.5 million between 1697 and 
1698, | 


(85) Average for eight years 1692-99, 
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intended to supplement and correct.86 Beeke thought that the population of 
England and Wales was about 11 million, but he reduced some of his estimates to 
accord with the assumption that it was 9.5 million, It is these reduced esti- 
mates which we have used in Table 5,87 They suggest an average of less than 
£18 per head excluding resident domestics, We have ignored his estimates for 
Scotland, which were made by estimating a superficially appropriate proportion, 
and we have excluded national debt interest. 


On balance it does not seem that Beeke had more information on which to 
base his estimates than Pitt, although it is possible that he could take more 
time to consider, On one point (item 3) his estimate for tithes, where he 
scales down Pitt's (and Arthur Young's) estimates considerably, it seems likely 
that his correction was subject to special bias, for he himself was a clergy- 
man, The probability is that both Pitt and Beeke were liable to under-estimate 
rather than to over-estimate, both in view of the practical purpose of their 
calculations and in the light of the methods they used. 


Another observer who was inspired by Pitt's calculations to make his own 
estimates of national income was Benjamin Bell, an Edinburgh surgeon who pub- 
lished estimates in 1799 and revised them for publication in 1802.88 Bell's 
second thoughts contain a number of new estimates set in a text which shows only 
occasional and verbal alterations by comparison with the 1799 text. As in the 
case of Beeke, we have accepted the second set of estimates as being the more 
considered, and it is these that are given in Table 5,89 


There are three major differences between Bell's estimates and those of 
his contemporaries, First of all he put a much higher value on land rents (and 
consequently on farming profits, which were usually calculated as a proportion 
of rents) than either Pitt or Beeke, Secondly he included an estimate for the 
interest on "money in bonds and bills including capital in banks." Thirdly he 
put the rent of dwelling houses at £4 million, compared with Beeke's estimate 
of £6 million and his own 1799 estimate of £6.5 million.90 It may be noted 





(86) Rev. H. Beeke, Observations on the Produce of the Income Tax on its Pro- 
portion to the Whole Income of Great Britain, London, 1800. This is 
described as a "new and corrected edition" made after Pitt's speech in 
June 1799, It contains some revisions of the estimates published in his 
first edition (1799). 


(87) Ibid., p. 157. 


(88) Three Essays on Taxation of Income, published in London anonymously, 
1799, and prefaced by a letter to William Pitt. Benjamin Bell, Essays 
on Agriculture, Edinburgh, 1802, containing an expanded and revised edi- 
tion of the 1799 essay. 














(89) It showld be emphasized that Bell himself gives no evidence of more care- 
ful consideration, and one is tempted to conclude that he altered his 
estimates very lightly. His own note on the 1802 version reads as fol- 
lows: "These are the observations which in the first edition of this 
work I ventured to offer on a General Tax on Income soon after the first 
Act of Parliament passed for raising this tax in Great Britain; and I 
have not yet perceived either from further attention to the subject, or 
from the results of the assessment hitherto, that in any material degree 
they have been wrong." 


(90) Three Essays on Taxation, op. cit., p. 74. 
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also that although he stated that he did not want to diverge from Pitt's esti- 
mates in respect of incomes from foreign and domestic trade, he in fact includes 
an unexplained additional item for incomes "from the retail trade over the na- 
tion." This is contained in item 10 of Table 5, but it can probably be assumed 
to be an unintentional addition. The difference between Bell's estimate of £75 
million for miscellaneous labour incomes and Beeke's of £97 million is not sig- 
nificant in view of the fact that the former explicitly excludes incomes under 


£15 


per annum and the latter even includes poor relief payments. 
Table 5. 


Various Estimates of "National Income" of Great Britain 
at the End of the Eighteenth Century (in £ million) 








Pitt's estimate Beeke's estimate Bell's estimate 
of assessable of "clear" natio- for incomes 
income (91) nal income (92) over £15 (93) 











1. Landlord's rents 25.0 20.0 40.0 
2. Tenants’ profits 19,0 15.0 35.0 
3. Tithes 5.0 2.5 4.0 
4, Mines, inland navigation, 

and timber 3.0 4.5 5.0 
5. Houses 6.0 10.0 4.0 
6. Professions 2.0 2.0 3.0 
7. Proportion for Scotland 5.0 8.5 allocated 
8. Incomes from property abroad 5,0 4.0 5.0 
9. Profits on foreign trade 

and shipping 12.0 10.0 12.0 
10. Profits on home trade 28.0 16.2 (94) 33.0 (95) 
11. Miscellaneous labour 

incomes not est. 97.0 (94) 75.0 

12. Interest not est. not est, 10.0 

13. National debt interest 15.0 15.0 17.0 (96) 

14, Totals 125.0 204.2 243.0 

(91) Beeke, op. cit., p. 5. 

(92) Ibid, 

(93) Essays on Agriculture, op. cit. 

(94) Ibid., p.157. Beeke reduces his estimates for home trade and labour in- 
come to make them consistent with the assumption that the population of 
England and Wales is 9.5 million instead of 11 million, which was the basis 
of his original estimate, Labour incomes in Scotland are estimated at £11 
million, His assumption for Scottish population amounted to one-seventh 
of 11 million, or about 1.6 million, giving just over 11 million as the 
population of Great Britain, which the above set of estimates assumes. 

(95) Including £5 million for incomes “from the retail trade over the nation." 
See text. 

(96) Bell's population assumption on these calculations was 10 million, 





ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 29 


It is in his estimates for land rents that Bell differs most convincingly 
from his contemporaries. Pitt and Beeke both suggested a figure of £25 million 
for gross rents in England and Wales (reduced by Beeke to £20 million for net 
rents). For most of the eighteenth century the popular estimate for total land 
rents was £20 million and was usually justified on the grounds that the 1692 
assessment for property tax purposes, amounting to £10 million, understated cur- 
rent land values by about a half.97 In view of the improvement in farming over 
the period, and also of the fall in value of money, there is a strong presump- 
tion that by the end of the eighteenth century the discrepancy between assessed 
rents and actual rents was significantly greater and that 1798 land values, for 
example, might have been three to four times greater than 1692 values. If Bell's 
estimates are adjusted to exclude Scotland, on the basis of Beeke's estimates of 
that country's share in the total value of cultivating land in Britain, 98 we get 
an estimate of £33.3 million for the value of land rents in England and Wales at 
the end of the century, compared with perhaps £20 million when Young was touring 
England and £10 million which was the figure assessed in 1692 and accepted for 
1688 by Gregory King. 


We used these three sets of estimates to compile a table of national income 
for England and Wales circa 1799, The process of selection was, of course, sub- 
jective and it might be that further study of the evidence available in other 
sources would lead to a different interpretation and a different choice of alter- 
native estimates, On the assumption that Pitt and Beeke were both inclined to 
under-estimate rather than to over-estimate, we tried to compensate for this by 
inclining towards the higher estimates, On the other hand, we made proportionate 
deductions to match a population of 9 millions for estimates where the assumed 
population was higher than this. 


Table 6, 


Estimated National Income of England and Wales circa 1798 
Based on Contemporary Estimates 








£ 

million 
1. Rents 30.2 
2. Farming profits 22.6 
3. Mines, inland navigation, and timber 4.5 
4, Professional incomes and tithes 6.6 
5. Houses 8.2 
6. Incomes from abroad 5.0 
7, Interest (excluding national debt) 9.0 
8, Trading profits 32.6 
9, Incomes from employment 81.5 
10. Total national income of England and Wales 200.2 





(97) See, for example, Erasmis Philips, The State of the Nation in Respect of 
Her Commerce, Debts and Money, London, 1725; Andrew Hooke, An Essay on 
the National Debt and National Capital, London, 1750; Arthur Young a 
letter to the St. James Chronicle dated 1772 and reprinted in Political 
Arithmetic, I; and William Pulteney, Considerations on the Present State 
of Public Affairs, London, 1779. 




















(98) Beeke, op. cit., p. 82. 
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Notes on Estimates in Table 6 





1. Bell's estimate, excluding proportion for Scotland based on Beeke (see 
text), and deducting Beeke's estimate of the difference between gross and 
"clear" rents. 


2. At 75% net rents, following Beeke and Pitt. 
3. Beeke,. 


4, Beli's estimate, deducting £0.4 million for professional incomes earned in 
Scotland, i. e., about 14.5% by analogy with the Scottish population pro- 
portion at the 1801 census. 


5. Beeke after allowing proportionately for the fact that his estimate for 
this item presupposed a population of 11 million. 


6. Pitt and Bell. 


7. Bell after deducting 10% to allow for the fact that Bell assumed a popula- 
tion of 10 million, 


8, Average of Pitt's and Beeke's estimates after reducing Beeke's estimate to 
correspond with a population of 9 million. Bell did not claim to make a 
new estimate here, 


9, Beeke's estimate after reducing to correspond with a population of 9 million, 
adding our estimate of £6 million for resident personal domestics, and de- 
ducting £4 million for transfer incomes (poor relief). 


In sum, therefore, on a deliberately generous interpretation of contem- 
porary estimates, we find that they could be summarised to imply for England and 
Wales a national income of about £200 million at the end of the century. This 
amounts to an estimated £22.2 per head, which is only 20% above the 1770 level as 
suggested by Young's estimates. Even if we allow for an element of over-estimate 
in Young's calculations, therise in prices between 1770 and the end of the cen- 
tury was such that these results, if considered together, suggest no appreciable 
advance in average real national income during the last three decades of the 
eighteenth century. 


This conclusion, on the face of it, seems to conflict with the other evi- 
dence which we have for this period. Within the last thirty years of the eigh- 
teenth century, British industry began the process of its conspicuous trans- 
formation. In the decade after Arthur Young toured England, Britain ceased to 
be a net exporter of grain and the major British industries started a new phase 
of their history. The historian of the cotton industry writes, for example, 
"The year 1770, immediately after Arkwright obtained his first patent, marks a 
well defined division in its history. From that date expansion becomes conspi- 
cuous and the industry became definitely organised on the lines of the factory 
system."99 The value of cotton wool imports, which averaged less than 5 million 
pounds over the five years 1771-75, exceeded 56 million pounds in 1800. A sud- 
den spurt in progress is also recorded for the iron industry. Ashton, after 
tentatively estimating that "until 1775 the output of iron had increased by an 





(99) G. W. Daniels, The Early English Cotton Industry, London, 1924, 
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average of not more than 1 per cent per annum" adds "within the next few years 
this rate of increase was to be multiplied manyfold as the result of the in- 
yentions associated with the names of James Watt and Henry Cort."100 Between 
1775 and 1800 the firm of Boulton and Watt erected 289 steam engines with a 
total horse power of 4,343, More than a hundred of these engines, representing 
more than half the power, went to the textile trades, but almost the whole range 
of British industries appears in the list of the industries buying engines in 
this period. 


It must, of course, be remembered that many of the innovations which char- 
acterised the early Industrial Revolution were still at the experimental stage 
at the beginning of the nineteenth century and were adopted only by the more 
progressive manuf acturers.102 Some allowance must be made for the fact that they 
spread slowly, even through the industries which were most receptive, It should 
also be remembered that in the late eighteenth century, British manufacture con- 
tributed a relatively small proportion of total national output. If we accept 
Arthur Young's estimates, the value of all kinds of manufactures, including in- 
dustrial artisans such as the village blacksmiths, accounted for less than 21 
per cent of the net national output. Colquhoun's more elaborate estimates for 
1812 attributed only about 27 per cent of the net national output (excluding 
resident domestic servants) to the value added by manufacturers. 


Nevertheless there does seem to have been a marked expansion in the output 
of the manufacturing industry and in the last twenty years of the eighteenth 
century, and there was evidence of a sympathetic expansion in certain auxiliary 
industries. Eden's estimate of the output of British manufacturers in 1800 was 
more than twice as great as that of the anonymous writer whose estimates are 
quoted by Macpherson for the year 1783;194 and even if we allow for the fact that 
Eden's estimates were probably more exhaustive for the minor industries, it would 
seem that his calculations imply an increase of at least 60 per cent over the 
1783 estimates in a space of less than 20 years. Investment in public utilities 
expanded in sympathy with the growth of industry. In the ten years ending ir 
1798, sums authorised by canal and navigation bills amounted to about £10 mil- 
lion,105 Brick output practically doubled between 1785 and 1793, but had fallen 





(100) T. S. Ashton, Iron and Steel in the Industrial Revolution, London, 1924, 





(101) John Lord, Capital and Steam Power, 1750-1800, London, 1923, 





(102) Cf. J. H. Clapham, "The Early Railway Age, 1820-1850", An Economic His- 
tory of Modern Britain, Vol. I, Cambridge [England], 1926, p. 142. Be- 
cause no single British industry had passed through a complete technical 
revolution before 1830, the country abounded in ancient types of indus- 
trial organization, 








(103) See Table 7 below. 


(104) Eden's estimate is quoted by Macpherson, op. cit., Vol. IV, p. 549; the 
anonymous author's estimates appear in the same volume, p. 15, These 
anonymous estimates have not been traced to a source and have some very 
curious figures, They should be regarded as highly suspect, 


(105) A. D. Gayer, W. W. Rostow, and A. F, Schwartz, The Growth and Fluctuation 
of the British Economy, 1790-1850, Oxford, 1953, 
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back to the 1785 level in 1798,196 The trade figures shown in Table 4 are an 
inconclusive index of the growth of domestic product since they include re- 
exports, but it may be noted that average imports and exports in the decade 
1790-99 had reached a total value roughly 40 per cent above that for the dec- 
ade 1760-69,107 


The existing national income estimates for the eighteenth century there- 
fore give us an inadequate basis for conclusions as to the rate of growth for 
that century. We are left supposing that Young's estimates overstate the level 
of economic activity which had been reached by about 1770 and that Beeke's esti- 
mates understate the level which had been reached by the end of the century, 
We can, however, take another bearing by referring to Colquhoun's estimates of 
the national income in 1812 and by attempting to relate them to King's estimates 
by which they were, in some senses, inspired,108 


Colquhoun makes three sets of estimates for Great Britain and Ireland, 
They are 1) value of public and private property, 2) value of "new property cre- 
ated annually" in Great Britain and Ireland, and 3) distribution of the new 
property amongst various classes of society. His estimates are very elaborate 
and detailed, and he had the advantage of a mich greater stock of quantitative 
data on the economy than had been available to any of his predecessors. Not 
least amongst the new statistics to which he had access were the results of two 
population censuses. His estimates taken in the round are of a higher standard 
of reliability than those of Young or Beeke or Bell, partly because his methods 
were exhaustive, and partly because his information was more complete. Although 
he handled his data with much less skill and consistency than Gregory King had 
shown, he did have a more complete stock of information from which to draw. It 
should, however, be noted that he had very little additional information on 
Scotland or Northern Ireland and that his estimates for these two countries can- 
not be regarded as more than proportionate extension, on a population basis, of | 
his estimates for England and Wales. 


Colquhoun estimated that the value of new property created annually in 
Great Britain and Ireland was approximately £430.5 million for a population which 
he put at 17,096,803. In other words, he regarded his total as being equivalent 
to an average income of about £25 per head of the population. He breaks dow 
his total in two main ways, showing in one table the value added by different 
industries and in the other the incomes received by different social or occupa- | 
tional groups. The second table is similar in outline to Gregory King's famous 
"Scheme of the Income and Expence of the several Families of England Calculated 
for the Year 1688,"109 Unfortunately the two breakdowns are not mutually con- 
sistent and it is necessary to re-cast Colquhoun's estimates entirely in order to 
arrive at a conceptually appropriate total. The results of this rearrangement 





(106) H, A. Shannon, "Bricks - A Trade Index, 1785-1849", Economica, N. S. 
Vol, I, No. 3 (August 1934), pp. 300-318, 


(107) In 1798 exports of foreign and colonial merchandise accounted for roughly 
a third of total merchandise exported from Great Britain. 


(108) Patrick Colquhoun, Treatise on the Wealth, Power and Resources of the 
British Empire in Every Quarter of the World, London, 1815, 








(109) Gregory King, Natural and Political Observations and Conclusions upon 
the State and Condition of England, 1696, London, 1810, 
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an Table 7. 
, The National Product of the United Kingdom in 1812, after Colquhoun110 
c= In Millions of Pounds 
I, Agricul ture 
ree ! 1. Gross value of agricultural output 231.218 
‘or 2, Less manure and crops consumed by livestock etc. 126.148 
ov 105.070 
esti- 3. Plus value consumed by livestock outside agriculture 3.039 
” 4, Total value of net output of agriculture 108,109 
of Il, Manufactures 
mates 5, Textiles 57.500 
6, Leather and fur goods 12.050 
7. Glass, earthenware, etc. 5.200 
. 8, Wood 1.000 
ore. 9, Paper and printing 4,000 
10, Shipbuilding, engineering, vehicles 3.300 
ate 11, Chemicals 3.500 
ive 12. Food, drink, tobacco 7.600 
t 13, Other manufactures 10.330 
two, 14. Total net output, factory industries 104.480 
dard 15. Net output, miscellaneous clothing and service trades 2,500 
hods 16, Total net output of manufactures 106 . 980 
nough III. Mines and Building 
nad 17. Mines 9,000 
It 18, Building 6.000 
19, Total net output of mines and building 15.000 
can- IV. Distribution, Transport, and Finance 
of} 20. Distributive trades 15.750 
21. Innkeepers and publicans 8.750 
22. Inland navigation and road transport 9.000 
. 23. Foreign and coastal shipping 14.700 
which 24, Fisheries 2.100 
‘lent 25. Merchants, underwriters, brokers, banks, and foreign 
m incomes 32.874 
t 26, Total distribution, transport, and finance 83.174 
pa- | VY. Professions and Public Services 
ous 7 ff Clergy 5.080 
ted } 28, Law, physic, fine arts 14.400 
n- 29, Universities and schools 7.664 
er to 30. Royal family and persons in offices 9.148 
nt 31. Army and navy 23.300 
32. Total professions and public services 59,592 
a“ VI. Miscellaneous Other 
| 33, Asylum-Keepers and entertainers 0.210 
34, Housing rents 16.360 
j 35. Domestic service 15.500 
nly 36, Total miscellaneous other 32.070 
Total Net National Output 404,925 





(110) Colquhoun, op. cit., pp. 60-96, 124-125, See text for commentary on 
selection and use of Colquhoun's figures. 
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of (and in some cases, of selection among) Colquhoun's estimates are shown in 
Table 7. Using his population figure, it amounts to an estimate of £23.7 per 
head. 


The estimates for the items in groups I-IV of Table 7 are mainly derived 
from Colquhoun's table of new property created annually, and for group V from 
his table of incomes distributed to the various social or occupational groups, 
Occasionally it has proved necessary to select between these tables where dif- 
ferent estimates were given for what were apparently the same groups of actiy- 
ities.111 Occasionally also an item was taken or estimated from information 
given elsewhere in his study. Rents of houses, for example, were included among | 
the estimates involved in his calculations of the value of property; also the 
incomes of domestic servants were estimated by applying to Colquhoun's figure 
for the number of menial servants, in a table of social classes, an average in- 
come figure obtained from his table of incomes distributed. Once it proved 
necessary to make an estimate partly on the basis of information not given by 
Colquhoun: thus, the estimate at item 3 for the value of agricultural produce 
consumed by livestock outside agriculture was reached by applying Middleton's 
estimate of the proportion of horses outside agriculture to Colquhoun's estimate 
of the grain consumed by horses.112 In general, however, the estimates in Table 
7 are as given by Colquhoun, although there are considerable differences in the 
way in which the items have been aggregated. 


The chief of these differences arose in the attempts to eliminate internal 
inconsistencies and double counting, and transfers,113 and to include certain 
types of activity (e. g., professional activities) which were embraced by one of 
Colquhoun's estimates of national income but not the other. The largest element 
of internal inconsistency appeared in the agricultural estimates. In principle, 
Colquhoun adhered consistently to a "value added" concept of net output, and in 
calculating the net output of agriculture he entered crops in gross and evalu- 
ated livestock (for food) at 10 per cent of the value of animals sold and con- 
sumed. Since his estimate of the gross value of livestock products (including 
wool, butter and cheese, and manure) only just exceeds £27 million, and his 
estimate of the value of produce consumed by farm livestock exceeds £120 million, 
his calculations are unacceptable in this form. On the assumption that his es- 
timates for such items as "hay, grass, straw and fitches" (to which he ascribes 
a higher total value than for all other non-root crops, including cereals), or 
"dung for manure", were the least reliable components of his totals, we have 
recomstructed his table of agricultural output by including his crop and live- 
stock estimates in gross with the exception of the crops and fertilisers con- 
sumed in the course of production,114 





(111) Innkeepers and publicans, for example, and artists, sculptors and engrav- 
ers were two groups of producers for which Colquhoun presents widely 
differing estimates in the two tables. In both cases we selected the 
upper figure. 


(112) John Middleton, View of the Agriculture of Middlesex, 2d ed., London, 1806, 





(113) The volume of transfers included in Colquhoun's table of incomes distrib- 
uted (poor relief payments, national debt interest, and pensions, for 
example) exceeded £30 million, 


(114) The resulting estimate of the net output of agriculture agrees reason- 
ably well with the estimates of incomes earned in agriculture derivable 





uce 


imate 
Table 
the 
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In money terms, therefore, the level of incomes per head suggested by 
Colquhoun's estimates was about £23.7 per head or approximately 170 per cent 
greater than that suggested by King's estimates for a date roughly a century 
and a quarter before. In view of the lack of adequate price data, it is impos- 
sible to be precise about what these measurements imply in terms of the eigh- 
teenth century rate of growth in average real incomes. Most of the price indices 
which have so far been compiled suggest an increase in money values over the per- 
jiod amounting to at least 50 per cent and possibly to as much as 100 per cent of 
values current at the end of the seventeenth century.115 The main defects of the 
existing indices, however, are just that they contain an inadequate proportion 
of domestic manufactures (e. g., of cotton goods), some of which declined in 
price towards the end of the eighteenth century and the beginning of the nine- 
teenth century as a result of the introduction of new processes; and secondly, 
that they are heavily overweighted by food prices, which had been relatively in- 
flated by the agrarian transformations of the eighteenth century and the special 
problems of the Napoleonic wars. Consequently, while these indices may be a 
fair reflection of the increase in the cost of living of the labouring poor, 
particularly of the agricultural labourer, they probably tend to overstate the 
fall in the value of money. 


Nevertheless, whatever view we take of the extent of the change in the 
value of money, it seems fairly certain that there was some fall at the end of 
the eighteenth and beginning of the nineteenth century. The main conclusion sug- 
gested by the estimates which have been examined in this paper is that the annual 
rate of growth in average real incomes apparently did not reach 1 per cent over 
any measurable period of the century and a quarter between the Revolution and 
the second decade of the nineteenth century. They also suggest that the rate of 
growth was markedly higher in the period before 1770, when it approached 1 per 
cent, than it was either between 1770 and 1798 or between 1798 and 1812, in both 
of which periods it appears to have been negligible (possibly negative) when the 
rise in prices is taken into account,116 If this is a true reflection of the 
course of average national output, it implies that real incomes advanced slowly 
but definitively up to about 1770 and failed to keep pace with the growth of 
population during the half-century from 1770 onwards. 





from his table of incomes distributed. Unfortunately, however, this 
check is inconclusive, since there are important social groups (e. g., 
gentry and nobility and rogues and vagabonds) whose incomes cannot be 
allocated by industry without further process of estimate, 


(115) E. B, Schumpeter's index of consumer prices (op. cit.) was 243 per cent 
of its 1700 level by 1812, although it had fallen to 172 per cent by 
1815-16; excluding cereals it was only 190 per cent of its 1700 level by 
1812, Silberling's index, covering a broader range of goods, suggests an 
increase of over 60 per cent between 1779 and 1812. See Norman J. Silber- 
ling, "British Prices and Business Cycles, 1779-1850", Review of Economic 
Statistics, Prel. Vol. V, Supplement 2 (October 1923), pp. 223-261. 








(116) If we take the approximate averages of national income per head of the 
population shown in Table 8 below, the annual rate of growth in the period 
before 1770 was nearly 1 per cent and in the two periods after 1770 only 
about 0.75 per cent and 0.5 per cent respectively. There are no price 
indices sufficiently complete for deflation of national income figures, 
but there seems to be no doubt that on balance the general level of prices 
rose significantly between 1770 and 1812. 
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Table 8, 


Summary of Indicators of Economic Growth in England and Wales, 1688-1812 





1688) 
1695) 
1701 
1711 
1721 
1731 
1741 
1751 
1761 
1770 
1771 
1781 
1791 
1798 
1801 
1811 
1812 














1 2 3 4 
Approximate Approximate 
Average Total Price Indicators 
National National Five Yearly Averages 
Population Income Income Consumers! Producers! 
(Millions) £ £m Goods Goods 
106 81 
5.900 8.7 48 107 99 
5.826 119 102 
5.981 109 101 
6.001 97 91 
5.947 96 96 
5.926 96 87 
6.140 93 88 
6.569 101 100 
(7.000) 18.5 130 105 96 
7.052 105 95 
7.531 112 108 
8.247 120 109 
(9,000) 22.2 200 147 130 
9.156 179 141 
10.371 203 n.a. 
(10.500) 23.7 248 213 nea. 





1. Populatio e 


Gregory King's, 


to 1688 and 1701 also. 
op. cit. 


Notes on Sources for Table 8 





The population figure attributed here to 1688 and 1695 is 


It was calculated in relation to 1695, but he applies it 


The 1811 estimate is Farr's: 
ain, 1851, Sessional Papers LXXXVIII, p. 1xviii. 


The eleven years 1701-1801 estimates are Brownlee's, 
see preface to Census of Great Bri- 





The figures in brackets 


are a guess of the approximate totals for the years to which the national 
income estimates are supposed to relate. 


2. Average National Income. 





These are deduced from King, Young, Pitt, Beeke, 


Bell, and Colquhoun, respectively, as described in the preceding pages. 


They include allowances for resident domestic servants and other definable 


omissions. It is likely that they are gross of depreciation, although 


Young makes some specific deductions of depreciation in agriculture. The 


total deduced from Young and entered against 1770 in this table is probably 


too high. 


3. Total National Income, 





in column 2 to the population figures in column 1. 


4, Price Indicators. 





years ends in the year specified. 


These totals are obtained by applying the averages 


These price indicators are five year averages of the 
annual indices calculated by E. B. Schumpeter, op. cit. 


Each period of 5 


The original annual indices for the years 


before 1696 are based on smaller groups of commodities than the later 
series, 
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In view of the highly tentative nature of the national income estimates 
on which this conclusion is based, it must be treated as a highly tentative 
hypothesis. Whether it will be possible to assemble a sufficiently weighty 
series of quantity indicators from other sources effectively to check this hypo- 
thesis remains to be seen,117 Meanwhile, however, it is of interest to recall 
that the English trade figures shown in Table 4 support the view of a slow but 
definite growth up to 1770 but are inconclusive for the later period,118 


Finally, it is of some interest to consider what light the national income 
estimates considered in this paper throw on the changes in the structure and 
distribution of the national product over the eighteenth century. Unfortunately, 
the Young estimates and those inspired by Pitt are set up in forms that cannot 
convincingly be compared either with each other or with the structure shown by 
the King and Colquhoun estimates. It is possible, however, to draw some compar- 
isons between the estimates compiled by King and Colquhoun in the light of their 
tables of incomes distributed among the different social and occupation groups. 


Colquhoun's table was obviously inspired by King's table and is laid out 
in very similar form, It is not possible, however, to complete the comparison 
for every item. This is largely because the range of economic opportunity 
widened between 1688 and 1812 and enabled Colquhoun to distinguish a far greater 
variety of occupations. To some extent also, the comparison is obscured by 
changes in the character of productive organisation - by the growth in the num- 
bers of the landless labourers, for example. Thus there were various categories 
of labourers and of employed persons, such as clerks and shipmen, in Colquhoun's 
table which have no distinct counterpart in King's table. Similarly, the group 
of "artisans and handycrafts" distinguished by King is an inadequate match for 
the wide group of small manufacturers and producers of services which are spe- 
cified by Colquhoun, 


Within the limits of the comparison that can be made, however, some sug- 
gestive results emerge. It would appear, for example, that there had been a 
marked increase in the inequality of incomes between 1688 and 1812, as shown by 
the corresponding estimates of average incomes per head. The "upper classes", 
in general, seem to have expanded their incomes by more than the national ave- 
rage, and the small farmers, the unskilled labourers, and the poor seem to have 
expanded in relative numbers and to have increased their standard of living by 
2ess than the average. To some extent the rich seem to have improved their 
standard of living by reducing the size of their households, just as the poor 
lost some ground by increasing their families. The average household of a 
temporal peer was estimated by King at 40 persons and by Colquhoun at 25. 





(117) Amongst the unpublished data which might throw a much needed light on the 
trends in the growth of the national product during the eighteenth cen- 
tury are excise statistics and foreign trade returns broken down by com- 
modities. 


(118) If we took the sum of imports and exports at official values as shown in 
Table 4 and treated this as an indicator of the volume of economic activ- 
ity, we would deduce that the rate of growth was approximately 11.73 per 
cent per decade for the first seven decades of the eighteenth century, 
and that after a tendency to fall in the eighth and ninth decades, it rose 
again in the last decade to give an average for the whole century of 11.74 
per cent per decade. In terms of an annual rate of growth, this is very 
slightly more than 1 per cent. 
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“Kminent" merchants and traders by sea, on the other hand, actually increased 
the size of their households, on the average, according to these estimates, and 
they seem to have gained more per family and per head than any other group of 
comparable size in the community. The professional and commercial classes in 
general improved their relative real incomes. Common soldiers and seamen and 
naval and military officers, on the other hand, appear to have fared relatively 
ay) se so did the farmers and small freeholders and persons in lesser of- 
fices. 


In sum, therefore, we might conclude from these estimates that although 
real incomes advanced fairly slowly over the eighteenth century and probably 
advanced little if at all in relation to population at the end of the century, 
there had been considerable change in the structure and distribution of these 
incomes. How far these changes are attributable to the industrial revolution 
that gatherea momentum at the end of the period and how far they arose from 
agrarian changes which were effective at a mich earlier date it is not possible 
to judge from these figures. 


Phyllis Deane 


University of Cambridge 





(119) For the armed forces the fact that much of their food was bought for them 
on contract in a period of rapidly rising prices, and also that the gov- 
ernment probably struck better bargains in its bulk purchases in 1812 than 
it had in 1688, may have counteracted some of the apparent fall in their 
relative money incomes. 
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DEVELOPMENTAL PLANNING IN HAITI: A CRITIQUE OF THE U.N. REPORT 


In 1949, the United Nations published the report of its first Technical 
Assistance Mission to an economically underdeveloped area. The Mission had been 
invited to Haiti to draw up ", . .a comprehensive framework. . . .for the policy 
it advises the Government to apply in endeavoring to promote the economic devel- 
opment of the country."2 And although this was the first venture of the United 
Nations into this field, the report was later to be singled out as a "model" 
that might well be emulated.3 


The present essay forms an attempt to probe into some fundamental issues 
in planning for economic development by way of an analysis of the Haiti Report. 
The purpose of the essay is not to be critical simply for the sake of criti- 
cism -- there have been other and perhaps better reports since the Haiti Report 
was issued -- but to be critical so as to open to view certain general problems 
of planning which, it would seem, have still not been explored sufficiently.4 
The discussion will concentrate on four central questions: 


1. Whose interests are relevant in recommending a course of action lead- 
ing to "economic development"? 


2. Are the proposed development measures adequate for meeting the estimated 
future needs of the country? 


3. To what extent is popular (local) participation in planning and project 
work essential to the success of induced economic development? 


4, Is there an objective "structure" of economic development which must be 
adhered to in planning for “economic development" in regard to both the 
priorities and the geographic organization of projects? 





(1) United Nations, Mission to Haiti: Report of the Mission of Technical 
Assistance to the Republic of Haiti, Lake Success, July 1949, 








(2) Ibid., p. xvi. 


(3) Walter R. Sharp, International Technical Assistance, Chicago, 1952, p. 
101, note 2, 





(4) The writer spent several weeks in Haiti during the summer of 1953, 
Through the kindness of Dr. Vinton Burns, then Acting Director of the 
U.N. Technical Assistance Mission in residence, he was given the unusual 
opportunity for an unofficial visitor to discuss many aspects of local 
developmental planning, not only with U.N. personnel but also with Haitian 
officials, and to visit a number of developmental projects throughout the 
country. The writer wishes to take this occasion to thank all those who 
helped to make his stay in Haiti such a profitable one. For the views 
expressed in this essay, however, he must assume complete responsibility. 


-39— 
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It is evident that none of these questions can be answered unequivocally, 


In some cases, fundamental ethical judgments have to be made; in others, pres- 


ent theory falls short of providing a rational basis for action, Notwithstandiy 


these 


obvious limitations, the present discussion is offered in the hope that 


it may direct attention to certain problems of developmental planning which 
urgently press for a solution, not only in Haiti but in many other parts of the 


world, 


Whose Interests Are Relevant? 





Implicit in the Haiti Report is an assumption that its basic terms of 


reference will be readily understood and command universal assent; that the ob- 
jective of “economic development" will mean approximately the same things to a 
member of the Haitian elite, to the peasant in his remote kay, and to the U.N, 
expert. 


vides 


This assumption unfortunately ignores the wide gap of interest which di- 
the local elite from the peasantry and, in turn, separates the foreign 


expert from them both. These differences in interest quite naturally lead to 


important differences in perception of the "real" world. 


influences one's attitudes and one's propensity to act in a given situation,° 


In a rather abstract way, "economic development" may be defined as a sus- 


tained increase in per capita production,6 While this definition is, in fact, 
widely agreed to among economists, its very simplicity is deceptive. It is 
deceptive because any significant improvement in the productivity of an under- 
developed region is likely to have profound repercussions on local values and 
institutions and on the distribution of wealth, education, and political power, 


"Economic development", therefore, will mean quite different things to the elite, 


the peasantry, and the foreign expert. In the case of the Haiti Report, the 
U.N. experts seem to have largely ignored these basic differences in outlook, 
In the absence of a common framework of assumptions, their recommendations are 
greatly weakened in effectiveness.? 





(5) 


(6) 


Cf. Earl C. Kelley, Education for What Is Real, New York, 1947. Also the 
writings of Kurt Lewin and others in the field of group dynamics. 





It is, of course, possible to stipulate a definition which requires only 
absolute increases in production without taking into account population 
as a variable. Furthermore, a definition of "economic development" may 
also include some criterion of income distribution. However, the brief 
definition offered in the text above seems to be the one in most general 
use at present. It has only once been seriously challenged in the liter- 
ature. Cf. S. Herbert Frankel, The Economic Impact on Underdeveloped 





Societies, Oxford, 1953, chaps. III-V. 


(7) 


This essay will not be concerned with the political "realities" which 
may have guided the way the Mission Report was written. The U.N. experts 
came at the invitation of the Haitian Government and were, therefore, its 
guests, This may have had a constraining influence. But "reality" is 
often a two-edged sword. In our eagerness to be as "realistic" as pos- 
sible in the political sense, we may well destroy every good chance for 
the ultimate success of the things we strive for. 


And perception, in turn, 
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Not more than three per cent of the total population in Haiti can prob- 
ably be counted as belonging to the elite.8 It has traditionally been an elite 
of family which achieves its status by ascription and is set apart from the rest 
of the population not only by its greater wealth, superior education, and its 
proficiency in the French language, but also by the accident of its more lightly 
shaded skin, The elite in Haiti is dominant in nearly every phase of life of 
the country, and for this reason alone its interests must somehow be taken into 
account.9 The country cannot, at the present time, afford to do without its 


elite. 


But what are the interests of this elite? Are they at all compatible 
with "development" as conceived by western social scientists? A keen observer 
of Haitian life has noted that "there is a deep conviction [among the elite] 
that the masses are stupid . . . The mildest expression of general opinion is 
that it would be a waste of time to educate the masses, for they are so nearly 
like animals that they could not absorb the simplest education."10 There are 
undoubtedly some members of the elite who are well enough aware that it is pos- 
sible to educate even the humblest peasant. But, "if the peasant should be 
well educated, he would become ambitious; where then would be the monopoly which 
is now held by the aristocrats on wealth, government, and education? Merest 
self-interest prompts one to defend the status quo. . . If any government should 
become over-solicitous for the well-being of the masses, it would soon find it- 
self bitterly opposed by the upper class."11 This observation was made in 1941, 
Is there any evidence that these attitudes have changed very much since then?12 
It would seem that at least until now the basic interests of the elite have been 
found primarily to lie in the maintenance of a social and economic "equilibrium" 
which assigned to it a dominant position in the social order of Haitian life. 


In the extreme, such an attitude would result in the complete absence of 
any spontaneous desire for "development" on the part of the elite, In prac- 
tice, however, the degree to which the elite supports a policy of induced devel- 
opment will depend to a large extent on the responsiveness of its leading members 
to world opinion and to the internal pressures of political life, But the temp- 
tation will be great to undertake only those projects which will strengthen the 
over-all position of the elite rather than diminish it or which, at any rate, 
will change the existing balance of social, economic, and political power as 
little as possible. Typical examples of such projects might include the active 
promotion of tourism through the building of luxury hotels; expensive public 
works in the capital city, such as a fanciful government center built in a 
strikingly modern design; construction of "model" communities in the hinterland 
without regard to their social or economic foundation, Instances of all three 
types of projects can be found in Haiti, From the viewpoint of the foreign 





(8) James G, Leyburn, The Haitian People, New Haven, 1941, p. 4. 





(9) John Lobb, "Caste and Class in Haiti", American Journal of Sociology, 
XLVI (July 1940), 30ff. 





(10) Leyburn, op. cit., pp. 287-288, 
(11) Ibid. 
(12) Herbert S. Gold, "Caribbean Caudillo: Magloire of Haiti", The Nation, 


February 5, 1955, pp. 118-120, reports much the same attitudes as pre- 
vailing in our own time, 
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expert, these projects are unlikely to achieve much in the way of a genuine 
improvement in the level of living of the population, Yet they may be all that 
current political pressures require: the obviously symbolic value of such proj- 
ects will hold popular discontent sufficiently in check,13 


This elite view of “economic development" contains what seems to be an 
inherent contradiction: it would achieve something vaguely called "progress" 
without change. But because this is practically impossible, emphasis tends to 
be given to those projects which involve change in areas where the interests of 
the elite will be the least affected and which yet create a general impression 
of "progress". The peasant, however, tends to profess a different view. 


For the peasant, "economic development" is more nearly synonymous with an 
immediate improvement in his level of living, a means for his material and pos- 
sibly social advancement: specifically, an adequate food supply in place of ! 
starvation; decent clothing in place of nakedness; education in place of ignor- 
ance; health in place of paralyzing sickness. Yet, ironically, his very impov- 
erishment, his lack of a dynamic leadership, the absence of strong community 
feeling,14 and his extreme physical isolation make the peasant inarticulate about 
his needs and only dimly aware of the possibilities that are open to him. 


In spite of his rather badly expressed desire for a redress of economic 
and social justice, the peasant may fail to understand the foreign expert's in- | 
sistence on the need for planning and for the provision of long-range development 
projects which are likely to have only a delayed and somewhat uncertain effect 
on the individual peasant's well-being. What Erasmus calls "farmer empiricism", 
including a strong preference for innovations which bring immediate benefits, 
stands opposed to the more abstract reasoning of the expert. 


A successful program of "economic development" should ideally achieve 
some accommodation of the interests of both the elite and the peasantry. If 





(13) A possible exception is tourism -- potentially an important source of 
income for the country. But the economic "multiplier" of tourism is 
probably very small for a country like Haiti where most tourist conveni- 
ences must be imported and where the business itself stays mostly in the 
hands of foreign entrepreneurs, It remains, therefore, more of a pres- 
tige item for the elite who attempt to hide behind the spectacular hotels 
rising on the hills beyond Port-au-Prince, the poverty of which they are 
secretly ashamed. 

(14) The virtual absence of village communities in many parts of rural Haiti, 
particularly in the mountainous interior of the country, is one of the 
most striking features of Haitian culture, 


(15) Cf. Charles J. Erasmus, "Agricultural Changes in Haiti: Patterns of Re- 
sistance and Acceptance", Human Organization, XI (Winter 1952), pp. 20- 
26. The expert's values will appear as unreasonable to the peasant as 
they will seem irrelevant to many representatives of the elite. Opposi- 
tion to "economic development" as conceived by the expert may therefore 
rise among the peasantry as well as among the elite. Cf. John Friedmann, 
"Notes on the Social Conditions of Economic Progress", Ethics, LXIV 
(July 1954), pp. 302-306. Also Bert F. Hoselitz, "Problems of Adapting 
and Communicating Modern Techniques to Less Developed Areas", Economic 
Development and Cultural Change, II (January 1954), pp. 255-262. 
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it excludes the interests of the elite from active consideration, it is doomed 
to failure from the start. If it ignores the needs of the peasants, it is 
likely to become oppressive to the great majority of the population, Unfortu- 
nately, it is one of the notable shortcomings of the Haiti Report that it fails 
in giving explicit recognition to both the dominant interests of the elite, 

and the latent, unexpressed interests of the peasant class.16 Instead of a 
wide socio-economic view of the problem, it has adopted a rather narrow and ab- 
stract production-oriented approach: 


The central aim to be set for economic development is to raise the general 
standard of living. To this end, national real income must be increased 

at a rate exceeding the rate of growth of the population; this goal can only 
be achieved by a determined expansion of physical production, by broadening 
its material basis and mobilizing for the purpose (within the limits set by 
efficiency consideration) the abundant and now poorly employed manpower.1 


This aproach is colorless, "neutral", and -- expert. To be sure, one 
could not at all quarrel with its basic assumptions. Yet it fails to establish 
a common meeting ground for the values of the elite and the peasantry. The Mis- 
sion Report might have been a powerful tool for achieving such an accommodation 
of interests and values. On the one hand, it could have more clearly recog- 
nized the peasant's primary need for food, for health, for knowledge, and for 
clothing -- not just on the periphery of the main objective of increasing pro- 
ductivity, but as a fact central to any planning scheme for economic improvement. 
On the other hand, it might have recognized the concern of the elite for the 
maintenance of its dominant position in Haitian society, by showing how it might 
assume the active leadership in raising national culture to higher levels of 
self-awareness, how it might become the vanguard of a dynamic movement of na- 
tional progress. The pride which every Haitian professes in his history might 
well have made the elite receptive to this role. 





In the end, of course, the divergent interests of peasantry and elite must 
be reconciled with the objective needs of "economic development" as seen by the 
foreign expert: for instance, with the over-riding need for local capital forma- 
tion. But so-called "objective needs" become relatively meaningless except as 
they are at every point related to the prevailing class interests in Haitian 
society. 


Testing Alternative Proposals 





The basic facts of economic life in Haiti are easy enough to grasp: they 
stand out in almost primal Malthusian simplicity. Population and land or, as 
the Mission Report elaborates, "an expanding population on shrinking land re- 
sources,"18 must become the central concern of developmental planning in Haiti. 





(16) In addition to dominant and latent interests, a third category of eme g- 
ent interests may be identified. In many underdeveloped countries, 
emergent interests are those of a commercial middle class and represent 
the interest of a social group which is rising from the sub-stratum of 
society to challenge the prevailing values of the group in power. By 
and large, such a group is still absent from the social scene in Haiti. 


(17) Mission to Haiti, op. cit., p. 6. 





(18) Ibid., p. 3. 
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In 1948, Haiti's population was estimated to number somewhat more than 
three million; it was further estimated that this population would increase at 
the rate of approximately 1.5 per cent a year.19 On thic assumption, Haiti 
will have to sustain a population of about five million by the middle of the 
1970's, The main source of livelihood in Haiti has always been agriculture, 
And the possibility of developing other modes of production on the island, such 
as manufacturing, are quite restricted.20 The central problem of planning in 
Haiti, therefore, becomes the problem of how to cheat the Malthusian spectre 
primarily through agricultural progress. The experts on the U.N. Mission were 
fully cognizant of this situation and gave primary emphasis in their report to 
problems of rural development. 


But this emphasis raises the critical question whether even a dynamic 
program of rural development can alone hope to solve the feeding of Haiti's 
population by, say, 1975. If we assume the continuation of present consumption 
levels, a population increase to five million would imply a corresponding in- 
crease of about 70 per cent in food requirements over 1948 -- without allowing 
for any increase over present starvation levels. Inasmuch as estimates of future 
population growth are probably conservative (with easily foreseeable improvements 
in public health), 1975 food requirements might well exceed prevailing levels in 
1948 by over 100 per cent.21 Even with a doubling of local food production, 
however, the poverty of the Haitian peasant would grow only more ancient by a 
quarter of a century. “Economic development", by the expert's own definition, 
requiring sustained increases in per capita output, would not have been achieved, 








The U.N. experts diagnosed the illness correctly, but their prescription 
can at best be an uncertain cure. No attempt -- not even such a rudimentary 
as the one above -- was made (or at least published) to estimate the basic re- 
quirements of a growing population and to test various alternative courses of 
action against these requirements.22 To be sure, the Mission offers nine 
closely spaced pages of recommendations.23 But what evidence is there to assume 
that all of these together, carried to successful completion, would accomplish 
the goal of improved living levels which is implicit in the notion of "economic 
development"? To be sure, most of the recommendations sound "reasonable" 





(19) Mission to Haiti, op. cit., p. 29. 





(20) Ibid., pp. 169ff. 


(21) This may be contrasted with a doubling of agricultural production in the 
United States between 1900 and 1950, In other words, Haitian agricultural 
output would have to grow at twice the U.S. rate -- itself one of the 
highest in the world -- only to keep up with its population growth! (Cf. 
John M. Brewster, “Farm Technological Advances and Total Population Growth", 
Journal of Farm Economics, XXXIII (February 1951), p. 129, 





(22) For the use of "hypothetical models" in testing possibilities against needs, 
cf, Harvey S. Perloff, Puerto Rico's Economic Future, Chicago, 1950, pp. 
324-331, Also Edward A. Ackerman, Japan's Natural Resources, Chicago, 
1953. Sampling techniques to establish present consumption levels as a 
basis for projecting future requirements have been successfully employed in 
a study of economic development in Crete. Cf. Leland G. Allbaugh, Crete, 

A Case Study of an Underdeveloped Area, Princeton, 1953, pp. 10-14. 











(23) Mission to Haiti, op. cit., pp. 14-22. 








e 
r 
t 
3 
B 
nm 


eee eee ee eee ee ee lll Ol ll 


i" 


is, 


ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 45 


enough, but is it perhaps possible that only “unreasonable” alternatives could 
reasonably be expected to accomplish the given objective? In a country where 

the annual average per capita income lies somewhere between $40 and $60, most 
suggestions offered by an "expert" in good faith are likely to be of some help.24 
But the stakes of survival are set too high to permit the possibility of gross 
miscalculation in national planning. 


Some of the most fundamental questions of development in Haiti relate to 
the physical capacity of the soils to produce food and to the cost required to 
raise productivity to the desired level.25 A thorough analysis of this kind 
would undoubtedly take longer than the two short months the Mission took to 
complete its survey. The results of more extended analysis would clearly delin- 
eate the possibilities as well as the limitations of economic development in 
Haiti and would more precisely define the nature and magnitude of the efforts 
required to achieve it. A study of the needs and objective possibilities of de- 
velopment in Haiti would further direct attention to new possibilities for planned 
action in fields that otherwise might have been considered too remote for de- 
tailed consideration. Numerous possibilities suggest themselves, such as Carib- 
bean economic union; large-scale resettlement of population on the Plateau 
Central; cooperative land ownership and introduction of large-scale commercial 
farming where conditions are suitable for it; educational efforts to introduce 
synthetic yeast foods as supplement to popular diet; introduction of measures 
for family limitation; hydroponic farming....Some of these proposals may appear 
to be quite "unrealistic", at least for the immediate future. More moderate 
alternatives, however, as those presented by the Mission Report, may well lead 
to the Malthusian paradox of starvation, 


Examination of various "radical" solutions and of their consequences to 
the welfare and interests of different segments of the population would tend to 
reorient the total development situation: it would emphasize certain phases of 
development which now stand entirely neglected and would impose an entirely new 
set of requirements for political, economic, and social action. But an examina- 
tion of this sort takes time and requires the services of "generalists" in eco- 
nomic development in addition to the various specialists that usually serve on 
Technical Missions, The many immediate problems that seem to stand in the way 
of economic progress may be only aspects of a few more general problems, such 
as overpopulation, poverty of natural resources, and a small internal market in- 
sufficient for sustaining extensive industrialization. To find a solution, these 
more general problems must be tackled first on their own terms. Once this is 
done, an over-all strategy of development will suggest itself. Only then can one 
hope to achieve progress by overcoming the many specific, individual problems on 
which the Mission Report dwells so extensively. Strategy should precede tactics. 





(24) Income figures for Haiti are notoriously inaccurate. The latest pub- 
lished estimate of national income is for 1951/2 and shows it to have 
been $209,000,000 (U.N., Monthly Bulletin of Statistics, January 1955, 
p. 144). Assuming population to be approximately 3.5 million, this 
would yield a per capita income estimate of about $60. However, income 
is very unevenly distributed, and most peasants get along on very much 
less than an average figure for the country as a whole would indicate. 





(25) Any spot on the earth can be made productive if cost is no object. Thé 
U.N, Report explicitly rules out cost estimates of recommended action as 
falling within the province of its study (Mission to Haiti, op. cit., 

p. xvii). 














DEVELOPMENTAL PLANNING IN HAITI 


Local Participation and Development 





Participation of the people living in the towns, villages, and isolated 


peasant huts of the Haitian countryside, participation in the common enterprise 
of economic development, can take several forms: 


1. Cooperation among the inhabitants of a local area in solving local 


problems ; 


2. Willingness and capacity to assume responsibilities of local leadership 


in at least some phases of organizing, planning, and administration of 
local development projects; and 


3. Sharing responsibility for making decisions in connection with larger 


undertakings that have definite local aspects. 


Participation on specific projects is seen not only as desirable in it- 


self, but as an important means for arousing among the people a sense of destiny 
and a firmly founded conviction in the possibility of improving their environ- 
ment ,26 


Writings on economic development often ignore the compelling need for 


proper psychological attitudes as a precondition to development. There must 
be a strong desire on the part of both the elite and large numbers of the peas- 
antry to act towards the material improvement of the incividual, the family, 
the community, and the society as a whole.2? If economic development is to 
gucceed, there mist exist something akin to joy in the dynamic life, a kind of 
elan that reduces all visible problems to manageable proportions. Where this 
elan is not spontaneously forthcoming -- and more often it is not -- it is all 
too easily replaced by regimentation or, more simply, by symbolic gestures in 
the direction of development without actual achievement, 





(26) Participation or "involvement" as an operation principle was developed 


(27) 


in the educational philosophy of John Dewey and more recently has been 
applied to related problems by Kurt Lewin and other theorists in the new 
field of "group dynamics", Cf. Kurt Lewin, Resolving Social Conflicts, 
New York, 1948, Lewin has found "involvement" in group activities espe- 
cially valuable in getting people to accept innovations and to come to 
agreement with each other about the choice of a course of action to be 
effectively pursued. It is therefore surprising that this question did 
not receive more extensive treatment in a recent UNESCO publication edi- 
ted by Margaret Mead, Cultural Patterns and Technical Change, 1953. This 
publication, which deals with the mental health aspects of introducing 
technical change and is otherwise quite excellent, treats the principle 
of participation in only one short paragraph (pp. 307-308). 











This same view is expressed in United Nations, Measures for the Economic 
Development of Under-developed Countries, New York, 1951, p. 13: "The 





people of a country must desire progress, and their social, economic, and 
legal institutions must be favourable to it." Similarly, attitudes ori- 
ented to "progress" are among the six "propensities" listed by W. W. 
Rostow in The Process of Economic Growth, Oxford, 1953, as essential to 
economic development, They are (1) the propensity to accept innovations, 
and (2) the propensity to seek material advance (p. 11). Nevertheless, 
these attitudes are too often taken for granted and are therefore not 
treated explicitly in programs of economic development. 
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Psychologically, induced economic development involves a sense of sharing, 
of involvement, and of cooperation, Inevitably, development will call for sac- 
rifices, and these sacrifices are borne more readily when they are seen as con- 
tributing to some "common good", But in peasant societies, the "common good" 
finds expression first of all through local improvement rather than through im- 
provement elsewhere. It is through local change that changes on the larger 
national scene come to be accepted, If the Haitian peasant comes to be drawn 
into some worthwhile activity that will accrue to his own benefit, he will be 
more likely to become "progress-oriented", As yet, this special quality of mind 
is hardly developed in the Haitian peasant, He has actually come to mistrust 
"progress" and the risks of change for him are great. "The best way, the only 
way to insure your old age," proclaims a poster: "buy a ticket in the national 


lottery."28 


Local participation -- involvement -- can be used, at least initially, in 
creating some sense of forwardness, in overcoming this deep-rooted feeling of 
frustration with which the free Haitian peasant has been settled for over a 
century. The question is not, at least in the beginning, how much material im- 
provement can be achieved, but whether the methods used will instill into the 
people a desire for change and demonstrate to them the objective possibilities 
of change. Local participation can be a powerful instrument for effecting so- 
cial and economic change democratically and for creating a built-in permanence 
in whatever gets accomplished. It is thus a problem peculiar only to induced 
or planned development, of how to proceed from the choice of national or regi- 
onal objectives to their implementation with a minimum of compulsion. 





Above all, local participation poses a problem in social relations: how 
to communicate an understanding of specific development project; how specifi- 
cally to relate it to the hopes and interests of the people involved; and how 
to obtain local consensus on objectives and active support for carrying them to 
realization. Local participation becomes especially important where, as in 
Haiti, so much emphasis must be placed in the beginning on rural development and 
where most rural areas still lead a secluded and isolated existence, It can be 
a significant factor contributing to the potential success or failure of any 
project which has important local effects, whether it be the construction of a 
dam, an irrigation system, or a highway. The building of a large physical struc- 
ture may often require a substantial amount of local "adjustment" in living 
habits and in ways of making a living. It may require an entirely new range of 
local supporting activities. It is at this point that participation becomes 
quite essential to the success of a project. Impressive irrigation systems may 
be engineered and peasants may even be taught the delicate skills of irrigated 
farming. But unless the rural communities in the irrigation area are organized 
for the maintenance of the system, for the rational control of the water that 
flows over the fields and for the upkeep of the canals, the finest engineering 
feats are bound to decay within a few short years, as indeed happened in the 
case of the early colonial irrigation systems in Haiti. Such organization, 
however, requires a high level of local understanding, leadership, and cooper- 
ation, 





It should not be assumed that local participation can be obtained without 
effort, or that it will follow automatically when seemingly worthwhile projects 
are undertaken, or that it can be forced at will simply by legal prescription. 
There are serious obstacles that stand in the way of local participation, 





(28) Herbert Gold, op. cit., p. 119. 
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especially in Haiti, and no development plan will be comptete unless it seri- 
ously devotes itself to the question of how local. participation may be obtained, 


<“ tw 3 <3 


The Mission Report falls far short of giving adequate recognition to this 
immense problem, a problem that is compounded in difficulty by the absence of 
any important traditions in Haiti for facilitating the process of obtaining co- 
operation.29 Much of rural Haiti, especially in its mountainous regions, has 
neither villages nor hamlets and, hence, lacks an effective focus of community 
activities. "The peasants live scattered on their land....[They] have never 
felt themselves to be part of any well-defined community, large or small. The 
strongest ties are between members of the family, and the largest cooperative 
groups are the neighbors, relatives, and friends who band loosely together in 
combites for work."30 Under conditions such as these, local leadership becomes | 
exceedingly diffused. It comes to rest almost exclusively in the local houngan 
or voodoo priest, and in the representatives of Christian churches, whose in- 
fluence depends, however, more upon their personal character and past achieve- 
ments than upon their sacred office. 


a ee. a al 


There are many additional difficulties, associated with language barriers 
(the great majority of peasants know only Creole as opposed to the French af- 
fected by the elite), illiteracy, isolation, and a fantastic wealth of magic 
and superstition, all of which may impede the process of secular development, 


This formidable array of obstacles to local participation, lying deeply 
embedded in the culture of Haitian society, presents a supreme challenge to 
imaginative thinking directed at overcoming these barriers. The success of 
developmental efforts in Haiti may well hinge on the ability of the government 
to surmount these barriers. It is not merely a question of democratic proced- 
ure or of some "grass roots" ideology (proponents of the principle of partici- 
pation are often accused of harboring a secret and irrational bias in its favor), 
but a question of conserving rare and essential skill resources in administra- 
tion and in other fields of professional competence. Unless the Haitian peasant 
can be brought to assume a major burden of the total development effort facing 
the country, it is unlikely that the government will be in a position to plan, 
administer, and maintain all but a minute portion of the development projects 
needed, 


It is clear that participation of local populations in economic devel- 
opment is at present restricted by their available capacities and skills. Nev- 
ertheless, the scope of such efforts may be greater than appears at first inm- 
pression, Many of the projects that need to be carried out are primarily of a 
local character. Their realization will often depend on how effectively local 
leadership can be mobilized. Such projects as reforestation, local roads, 
erosion control, local flood control works, community centers and schools, and 





(29) There is the added difficulty that the elite would initially not be fav- 
orably disposed toward such an approach. 


(30) UNESCO, The Haiti Pilot Project, Phase One, 1947-1949, Paris, 1951, p. 17. 
Yet even the combite -- that traditional cooperative work group -- is 
declining in cultural significance, Haitian peasants are reported to feel 
that the combite is inefficient and they prefer to hire themselves out 
for pay. With this, one of the last forces for social cohesion in rural 
areas is disappearing, and the peasant is thrown back entirely upon his 
meager economic and spiritual resources, Cf. Emerson, op. cit., p. 22. 
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public health measures all fit in with a broadly conceived program of local 
participation.91 Much care will have to be given to the actual working out of 
such schemes, in particular, how to relate local efforts to regional and nation- 


wide planning. 


The overwhelming necessity for participation make it seem doubtful whether 
it should come as a mere after-thought to the more obviously "technical" aspects 
of planning. Rather, it suggests that local participation must become a cen- 
tral fact of developmental planning around which projects can be built and pri- 
orities assigned, Prior to any large-scale and expensive undertakings, attention 
should be directed to the problem of activating peasant life, of encouraging a 
feeling of social identity and solidarity of interests, and of fostering the 
growth of local leadership in various phases of a reborn community life. 


The Structure of Economic Development: Time and Space 





A scale of priorities is implied in the preceding discussion which, to 
summarize it briefly, suggests an initial emphasis on community-oriented rather 
than on capital-intensive projects. This view raises the critical issue of 
"structure" in economic development. To what extent is a given scheme of pri- 
orities a question of objective necessity rather than of political judgment? 
Structure may refer to both the broad sequence of events in time and to the 
distribution or locational phases of development. Each of these will be dis- 
cussed in turn. 


Structure in Time -- The report of the Mission to Haiti fails to specify 
a clear and unambiguous scheme of priorities for action. Without discrimina- 
tion, it mixes broad considerations of policy with the fine details of imple- 
mentation, suggests a wealth of worthwhile activities, but gives only the 
scantiest attention to the sequence in which these should be undertaken, In 
only a few places throughout the Report is the need for assigning priorities to 
specific measures recognized at all, The Mission offers 110 specific recommen- 
dations but suggests no basis for identifying from among these the most urgent 
undertakings .3 In the absence of some order of priorities, one wonders just 
how useful these recommendations could have been to the Government of Haiti. 








(31) The writer is indebted to A. M, Strout of the Program of Education and 
Research in Planning at the University of Chicago for the following com- 
ment: "The argument is sometimes made that although Haitian labor works 
for extremely low rates, its general efficiency makes the total cost in- 
ordinately high. It is better, therefore, to employ labor-saving devices 
and skilled foreign workers wherever possible on large projects, such as 
building roads or dams, This argument may be valid where there is an 
alternative occupation in which the native laborer can be more effici- 
ently employed, but the Haitian peasant is as inefficient on his farm as 
he is on a road project. His productivity must be increased through 
training and education, and for this he has better opportunity on a road 
or construction project than on his farm, To be sure, the cost of in- 
creased employment of Haitian workers may be high, but the cost of not 
employing them may be higher." "Physical Elements in the Development of 
Haiti," unpublished MS (Winter 1952), p. 16. 


(32) The Report does, however, urge the creation of a National Resources and 
Development Board to originate, supervise, and evaluate integrated and 
balanced developmental planning, 
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Research in economic development is still in its exploratory stages, and 
we remain quite ignorant about some of the most fundamental processes involved, 
Nonetheless, from a practical point of view, one cannot escape the responsibility 
of giving some indication how, in a particular and concrete case, development 
should actually proceed. History does not usually wait for theory to catch up 
with it. 


As an initial hypothesis, we posit that there is an inherent logic in 
economic development (as defined by most western experts), just as there is logic 
and order to be found in other fields of human endeavor, And it is the function 
of the planner to discover this logic and to abide by its rules. 








Moore suggests that there may be several alternative strategies available 
to the actor in any particular instance of induced development.33 While he re- 
jects all but one of these ("find the key variables"), he leaves the implication 
that the choice may be actually one of subjective preference. Admittedly, we 
do not yet know to what extent a course of action is more or less "given" if the 
goals of economic development are to be successfully pursued. But it would seem 
reasonable to suppose that a comparative study of economic development in a 
number of countries would, in fact, reveal many similarities in the sequence of 
change. By a process of abstraction, these similarities would yield what we 
have called the structure or "logic" of economic growth. In any case, the fol- 
lowing successive “phases" for development in Haiti may be tentatively suggested 
if only to serve as a stimulus for further discussion of this issue, 


1. Formative Phase -- Building strong foundations for subsequent develop- 
ment, Organizing for permanent improvement in levels of living. 
Emphasis on: local development projects (reforestation; school and 
community buildings; road improvement and maintenance; etc.) designed 
to strengthen leadership capabilities, develop community organizations, 
teach new skills, and give practice in methods of local cooperation; 
administrative and organizational arrangements designed to strengthen 
the civil service, establish improved planning and budgetary proced- 
ures, and improve the internal revenue system; collection of basic 
statistical data and other information necessary for planning and devel- 
opment; improvements in basic agronomic research; improved transportation 
and communication facilities designed to break down rural isolation; 
expansion of facilities and services for fundamental education; etc. 





2. Transitional Phase -- Extension and simple improvement of existing prac- 
tices to result in immediate increases in consumption and to encourage 
greater capital formation, Initiate development of a few easily acces- 
sible and strategic resources, Emphasis on: introduction of simple 
agricultural implements (e. g., the plow) and improved methods and tech- 
niques of farming (e. g., terracing); expansion of adult education and 
health programs, especially with reference to nutritional habits, basic 
sanitation practices, yaws, malaria, and hook worm control, resource con- 
servation, and family limitation; experiments with new forms of agricul- 
tural organization and credit; development of small-scale and efficient 
industries oriented to local agricultural production; intensified devel- 
opment of other resources (e. g., through tourism or flood control); etc. 








(33) Wilbert E. Moore, "Problems of Timing, Balance, and Priorities in Devel- 
opment Measures", Economic Development and Cultural Change, II (January 
1954), pp. 242-245, 
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3. Phase of Rapid Transformation -- Consolidation of all previous gains. 
Introduction of new production techniques and new forms of social and 
economic organization on a large scale, Emphasis on: expansion of com- 
mercialized agriculture and pilot plant experimentation with new methods 
of food production (e. g., hydroponics); full development of physical 
resources, especially of water for irrigation and power; encouragement 
of foreign capital investment, especially in mining and industry; devel- 
opment of foreign markets (coffee, rum, etc.); technical research geared 
to problems of long-range development; etc. 





This hypothesis-in-brief concerning the time structure for induced economic 
development in Haiti is very schematic and much greater refinement would be re- 
quired to make it operationally useful. But as an analytical tool for planning, 
some scheme such as this is indispensable, 


Of course, there can be no rigid separation of these phases. In practice, 
they would undoubtedly overlap a great deal. But the general trend is clear: 
economic development should proceed from relatively simple and inexpensive 
undertakings to more complex and capital-intensive projects; from sound knowledge 
of resources to resource development; from plow to research laboratory. The 
rapid development visualized in the third phase must have a solid foundation in 
the psychological attitudes of the people toward development and in technical 
proficiency. In the belief of this writer, the general "structure" suggested 
cannot be reversed without inviting failure or, at a minimum, serious social and 
economic dislocation, One phase logically precedes the next, and during each 
phase, some sort of dynamic balance in the economy should be achieved,34 


Structure in Space -- Spatial structure concerns those aspects of economic 
development which have geographic or locational significance. It deals with 
the persisting interrelations and interdependencies of spatially segregated ac- 
tivities. A study of spatial structure in relation to economic development would 
probe the economic and social implications of alternative patterns of industry 
location and transportation routes; explore the complex interrelations between 
town and country and their respective contributions to total development; analyze 








(34) In a thought-provoking article, "Automatic and Economic Development", Bul- 
letin of Atomic Scientists, X (April 1954), pp. 129-133, Richard L. Meier 
questions whether underdeveloped countries cannot "short-cut the long, 
hard, and risk-laden path of economic development through using, among 
other things, the shiny new tools being created by the most modern science 
and technology." Some such short-cut he believes to be necessary to es- 
cape the well-known Malthusian dilemma. Meier's view deserves serious 
consideration, inasmuch as it seems to be directly opposed to the pres- 
ent view of "structure" for development. Quite aside from the fact that 
Haiti's resources for industrialization are exceedingly limited, there 
is the further and more general problem of "readiness" for large-scale, 
super-modern industrialization, using the latest devices of automation. 
This is not an argument against labor-saving devices as such. But it is 
too mich to hope that "automation" represents some easy high road to im- 
proved levels of living. The automatic factory must be introduced into 
a socio-economic structure which is "given" at any time, and this struc- 
ture must be capable of supporting it. It is the contention of this essay 
that the advantages of automation would, to a large extent, be lost if 
automation were introduced mich earlier than the "phase of rapid trans- 
formation" indicated in the text above. 
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internal population movements in their effect upon the ability of different 
regions to sustain economic progress; and delimit geographic boundaries of de- 
velopment projects.39 


Only the last of these points receives a measure of attention in the Haiti 
Report. Specifically, the Mission recommends that “the effort to improve agri- 
cultural production be centered successively upon a limited number of compre- 
hensive projects for agricultural development,"36 and that "the delimitation of 
areas proposed for development be made wherever possible on the basis of top- 
ographic unity."37 Unquestionably there is merit in this approach. Agricultural 
programs are tied in with the development of all the resources in a watershed as 
well as with local projects relating to health, education, industry, etc. At 
present, there are at least two significant regional programs under way in Haiti: 
the UNESCO pilot project in Fundamental Education at Marbial Valley and the 
Artibonite Valley development scheme patterned after the Tennessee Valley Auth- 
ority. There is some question, however, whether economic development in Haiti 
can be successfully sustained on the basis of comprehensive regional or, more 
precisely, watershed development projects. 


It is quite obvious that the Haitian government is in no position to carry 
out more than a very small number of these projects simultaneously. Conceivably, 
the Artibonite project alone will absorb the major portion of skill and capital 
resources available to the government for all phases of development work in the 
country for an extended period.38 How will the people that live in the sur- 
rounding, non-project areas fare during this period? Is it reasonable to expect 
benefits from the project to diffuse outward to the rest of the country or will 
these benefits rather be subject to attrition by powerful outside pressures? 

Is it indeed realistic to hope to build an "island" of prosperity in the midst 
of a sea of poverty? 


The answer that may be tentatively advanced is that such hopes are quite 
unfounded, and that the "island" approach to developmental planning -- at least 
in a densely populated country such as Haiti -- is not likely to improve the 
living levels of any substantial part of the population. There are several 
compelling reasons for this view. 





(35) For a fuller statement, cf. John R, P, Friedmann, The Spatial Structure 
of Economic Development in the Tennessee Valley, Research Paper No. 1, 
Program of Education and Research in Planning, The University of Chicago, 
Chicago, 1955. 








(36) Mission to Haiti, op. cit., p. 106. 





(37) Ibid., p. 109. 


(38) The Artibonite Valley project was originally estimated to require a capi- 
tal outlay of about $22 million. This amount, however, represented only 
the preliminary engineering estimates and excluded estimates for the con- 
struction of power and transmission facilities. A careful analysis by 
A. M. Strout in an unpublished paper indicates that the total annual 
project costs alone (including operation, depreciation over a 100-year 
period, and associated non-project costs necessary to sustain the proj- 
ect) may run as high as $22 million, or to about 10 per cent of the 
national income! Of this amount, perhaps $16 million would represent di- 
rect government outlays. 
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1, Under the extraordinary pressure of population on resources in nearly 
all parts of Haiti, peasants in regions surrounding the project area 
may get sufficiently motivated to migrate into the new area of oppor- 
tunity.39 This net inflow of population will have a depressing effect 
on the economy of the development area and will tend to push living 
standards to their former poverty level. 


2. To be certain of even a small measure of success, economic development 
in the watershed mst be supported by developmental measures outside. 
Roads must be built to permit the quick movement of crops to urban 
areas and centers of export trade; employment opportunities outside of 
farming must be found for an increasing number of people released from 
farming as "surplus" labor; competent technicians must be trained in 
various aspects of development work. It follows that economic develop- 
ment must be balanced not only within the region but also between re- 
gions. Unless the total economy moves ahead, chances for success given 
area are measurably reduced. 


3. The smaller the sub-region selected for intensive development, the 
greater will be the outside social pressures for cultural conformity of 
individuals residing within the project area. Where wide-spread social 
support for material progress is not forthcoming, changes in living 
patterns can leave but an ephemeral impression on the cultural face of 
a folk society. The “island” approach to development is not likely to 
be conducive to arousing popular acceptance of the new individual and 
social values which are always implicit in economic development. 


Instead of focusing development efforts successively on a limited number 
of individual projects, a sound approach would be based on the principle of 
"structural interdependency." In fact, the process of economic development 
itself may be looked upon as a process leading to increasing specialization 
and to greater interdependency, not only functionally, but also in terms of 
space.40 Such an approach would require the planner to examine the multiple 
spatial interrelations of any undertaking, the existing and potential flows of 
commodities and people, and the expected local impact of a given project. 
Eventually, it would lead him in the direction of "balanced" regional develop- 
ment conceived in the sense of a continuous adjustment of growth in one region 
to changes in all other regions. 


Conclusion 


Although the U.N. Report on Haiti is in many respects an excellent docu- 
ment in which the careful reader can discover a wealth of suggestive ideas 
about economic development, it falls short in many respects, in its emphasis 
as much as in the things which it leaves unsaid. Five important omissions were 
noted, 





(39) That such migrations can also occur in tradition-oriented societies is 
documented in the study by Kingsley Davis, The Population of India and 
Pakistan, Princeton, 1951, pp. 107ff. The point worth noting is that 
such migrations may take place to rural sub-regions as well as to cities. 





(40) Eric EB, Lampard, "The History of Cities in the Economically Advanced Are- 
as", Economic Development and Cultural Change, III (January 1955), pp. 86-92. 
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The failure to take sufficiently into account the conflict between 
dominant (elite) and latent (peasantry) interests and to understand hoy 
these interests differ in their interpretation of “economic development 
from the essentially western views of the U. N. experts; 


The failure to test proposed measures against estimated future needs of 
the Republic, and to explore broad alternatives to more traditional pro- 
posals as possible means for meeting the most elementary demands for 
food, shelter, clothing, health, and education of a rapidly growing 
population. 


The failure to recognize local participation as a central problem for 
planning in Haiti, affecting the very nature and sequence of develop- 
ment efforts; 


The failure to establish a comprehensive scale of priorities for de- 
velopment; and 


The failure to take sufficiently into account the spatial interrela- 
tionships of economic development. 


In part, these omissions reflect a too-great emphasis on "expertship" in 


traditional fields of inquiry and the lack of professionally trained "general- 
ists" in economic development; in part, they are due to the "underdeveloped" 
state of research in the theory of development and social change. It may be 
hoped that the present discussion has been useful in directing attention to 
several still unsolved problems in the theory of economic development in arous- 
ing a healthy difference in opinions. 


John R, P, Friedmann 


The University of Chicago 





AID FOR ECONOMIC DEVELOPMENT AND THE OBJECTIVES OF 
UNITED STATES FOREIGN ECONOMIC POLICY 


The extension of economic assistance to developing countries by the U. S. 
Government has been supported on broad humanitarian, political, and economic 
grounds. All of these are expressed in the following statement of Administra- 
tion policy: 


"The United States and other free nations of the world have a common con- 
cern for the material progress of these people, both as a humanitarian end 
in itself and because such progress will further the advance of human free- 
dom, the secure growth of democratic ways of life, the expansion of mtually 
beneficial commerce and the development of international understanding and 
good wil1,"1 


The purpose of the present study is to analyze the relation between certain 
problems of developmental aid and the objectives of U. S. foreign economic pol- 
icy, which professedly included the creation of a multilateral nondiscriminatory 
system of trade and payments over, at least, the Western world.,2 Such a sepa- 
ration of the program of aid from all but one of its objectives is a simplifica- 
tion which may lead to pessimistic or optimistic conclusions as to the value of 
the overall program. The risk must be taken, however, if the economic appro- 
priateness of the aid is to be analyzed, and advocates thereby protected against 
employing unsupportable arguments or claiming unattainable results. 


The major techniques to be employed under the program were the extension 
of technical assistance and the expansion of international investment, which 
in due time would increase the volume of United States trade with the develop- 
ing areas. "Development of productive facilities in these areas", it was 
claimed, "will, therefore, contribute to a general expansion of trade in which 
we and other nations can participate to our mutual advantage."3 The Adminis- 





(1) Department of State, Point Four (Economic Cooperation Series 24), Janu- 
ary 1950, p. 2. 


(2) The study abstracts, therefore, from an examination of the feasibility 
or appropriateness of aid to gain the objectives set forth by President 
Truman and Secretary of State Acheson when they described the Point Four 
Program as one designed "to help create the conditions that will lead 
eventually to personal freedom and happiness for all mankind," (Inaugural 
Address, January 20, 1949) and "to make clear in our own country and to 
all the world the purpose of American life and the purpose of the Ameri- 
can system, That purpose is to enable the individual to attain the 
freedom and dignity, the fullness of life which should be the purpose of 
all government and of all life on this earth...," and as a program marked 
as unique by "the use of material means to a non-material end," Secre- 
tary Acheson, as quoted in Point Four, Department of State, February 
1949, p. 2. 


(3) Ibid., p. 10. 
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tration justified this program of aid to developing countries partly on the 
ground that United States trade is larger with industrialized areas and there- 
fore that further industrialization abroad will expand foreign trade. "Ex- 
perience shows that our commerce with other countries", President Truman 
observed, "expands as they progress industrially and economically."4 The present 
writer knows of no study which proves, clearly and indisputably, that United 
States trade will expand as other nations industrialize.’ That United States 
trade is largest with the industrialized countries in Europe where living stan- 
dards are highest is a fact, but that its trade with presently underdeveloped 
areas would be greater and more profitable if the latter became industrialized 
is disputable.6 The result on the volume and character of trade after devel- 
opment depends entirely on the structure of production and trade attained;7 





(4) Inaugural Address, op. cit. 





(5) There is a tendency to identify industrialization with prosperity rather 
than high productivity with prosperity; thus: "Industrialization, by 
increasing the prosperity of other nations, enables them to buy more 
from us as well as sell more to us." M, Ezekiel and Associates, Towards 
World Prosperity, New York, 1947, p. 446. It is likely that greater 
productivity in agricultural production would release manpower and re- 
sources for some types of industry (e. g., labor intensive), but industry 
would best be encouraged only after agricultural productivity were raised, 
else domestic food needs would not be met and imports for consumption 
would have to be financed, when the goods could be more economically pro- 
duced domestically. Also, the current domestic production of food has 
not kept pace with the increase in population in any so-called backward 
area. See William Vogt (former Chief of the Conservation Section of the 
Pan American Union), "Point Four Propaganda and Reality", American Per- 
spective, Spring 1950, p. 124, 





(6) "The easy generalization frequently put forward that our trade is more 
intensive with industrial than with raw material countries certainly is 
far more satisfying." H. C. Wallich, "Some Aspects of Latin American 
Economic Relations with the United States", in Seymour Harris, ed., For- 
eign Economic Policy for the United States, pp. 162-163, "Industrialisa- 
tion per se may not be an open sesame to higher real incomes the world 
over, For, although the high per capita income countries are typically 
industrialised countries, their high productivity per capita, which af- 
fords them their high incomes, cannot, logically, be traced altogether 
in their industrialisation. In most instances the industrialisation is 
itself to be explained by the combination in those areas of rich natural 
resources, an energetic and skilled people, a topography and climate 
favourable to production, and, certainly not least in importance, a popu- 
lation not large relative to the usable land area, In other words, con- 
ditions were relatively favourable for a high per capita standard of 
living. Lacking these more basic advantages, neither industrialisation 
nor a high standard of living would eventuate." N.S. Buchanan, "Delib- 
erate Industrialisation for Higher Incomes", Economic Journal, December 
1946, p. 537. 








(7) Professor Frankel has argued that the best results from economic devel- 
opment in backward areas can be attained from allowing the less industri- 
alized nations (e. g., Japan, India, South Africa) which are skilled in 
producing low-cost, low-quality items to supply the developing countries 
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that is, whether it is more complementary to that of the United States or more 
competitive in general (both with domestic production in the United States and 

jn third markets) than was the initial structure.8 If it is the latter, then 

the development may prove a deterrent to expanded United States trade and even 

to the advancement of United States commercial policy, because of required 

shifts in the structure of its trade and the demand of special interests in the 
United States for protection.9 Nor is it certain that an increase in agricul- 
tural productivity in backward areas (to the extent of increasing exports of 
agricultural commodities) will expand United States trade (e. g., suppose the 

U. S. Government is attempting to encourage its own exports of such items by 
subsidies!). Thus, some decision is necessary as to what structure of production 
will be developed in the countries receiving aid so as to promote the long-run 
international economic aims of the U. S. Government for multilateral, nondiscrin- 
inatory trade. If foreign governments are permitted to dictate the type of de- 
velopment, it is likely to be largely along industrial linesl0 and toward a 





with most of their consumption and labor-intensive goods, leaving the 
industrialized countries to concentrate on the goods requiring highly 
specialized technical skills, which they can then sell in multilateral 
trade for raw materials or less "technical intensive" goods. Also, he 
argues, in order to keep the newly industrializing nations from pressing 
their goods on the market in competition with industrialized nations, 
social improvements should be encouraged in the former to raise their 
living standards in increased consumption, These suggestions, he wrote, 
would lead to a new pattern of trade based on a division of labor accord- 
ing to technical skills and not according to physical resources, See 

S. H. Frankel, “Industrialization of Agricultural Countries and the Pos- 
sibilities of a New International Division of Labour", Economic Journal, 
June-September 1943, pp. 188-201. 





(8) Sir Arthur Salter suggests that more competition is likely to be the re- 
sult. See his "Foreign Investment", Essays in International Finance, 
No, 12, Princeton University, International Finance Section, February 
1951, p. 3. 





(9) This potential result may have been a factor in the (1950) decision of 
the U. S. Government to avoid the use of the word “industrialization" 
when speaking of economic development abroad and merely to stress the in- 
crease of production and living standards. 


(10) One writer, viewing the Point Four Program as a necessity, has asserted 
that "Industrialization and urbanization...are the answer, the right ans- 
wer, and the only answer" to the problems of backward areas. W. R. Espy, 
Bold New Program, New York, 1950, p. 47. A much more balanced examination 
of the relation of industrial to agricultural development is provided by 
T. E, Gregory, "The Problems of the Underdeveloped World", Lloyds Bank 
Review, October 1948, especially pp. 41-44. and J, Baster of the United 
Nations has given an excellent statement of the problems of providing 
technical assistance for both agricultural and industrial development, 
arguing that the "latest" methods and equipment in the industrialized 
countries are not likely to be the most economic for backward areas; nor, 
are any of the particular techniques employed in earlier stages of the 
development of the industrialized countries necessarily suitable for em- 
ployment in countries having different mores and customs and social 
structures. See "A Second Look at Point Four", American Economic Review, 
May 1951, Supp., pp. 399-406. 

















58 AID FOR ECONOMIC DEVELOPMENT 


greater degree of self-sufficiency, which in turn may require increased protec. 
tion and regulation of trade. Some of these conflicts and the general problems 
of successfully extending foreign aid to facilitate economic development are 
discussed below. 


I. Role of International Investment 





If the development of backward areas is to be along the lines of compara- 
tive advantage and thus to do the least violence to principles of multilater- 
alism and nondiscrimination, capital assistance must be extended for projects 
which are the most economically profitable (to the country--not necessarily to 
the foreign investor) for the present and in the long-run. Use of private in- 
vestment funds for these purposes would likely assure proper development along 
the most advantageous lines, but there are two major and special obstacles to 
the use of private capital for development of backward areas (apart from the 
current political instability over the world and the better opportunities for 
investment in the United States). They are the necessity of improving basic 
services and facilities in backward areas (which are not likely to be "profit- 
able" to private capital) and the unwillingness of governments to allow entry 
on a large scale of private development capital for fear of foreign ownership,11 
fear of exploitation, and because of a desire to direct the process of develop- 
ment themselves.12 Because of the last factor governments of developing countries 
are unwilling to encourage private investors and to provide the "favorable cli- 
mate" they desire by giving "assurances" of “equitable” treatment, and of ability 
to withdraw both earnings and principal of their investments. As to the neces- 
sity of developing basic services (such as irrigation and drainage, schools and 
hospitals, public utilities, communication and transportation, and the minimum 
complement of industrial capacity which is necessary to raise living standards), 
these projects are in the main not of the type which borrowing governments feel 
they can turn over to foreign private enterprise even if the latter thought 
them to be "profitable", For these purposes, many (including the Presidentially- 
appointed Gray group)13 have argued that public lending is required, allowing 
the foreign government to control the expenditure of the funds and making it 
possible to repay the loans out of increased taxes from rising incomes. However, 
it may also be argued that governmental programming of development is likely to 
overlook certain bottlenecks which will arise in economic progress, whereas 
private investors would react more readily to situations of impending shortage; 
that is, a problem is created by the insistence of governments in planning de- 
velopment and the necessity at the same time that progress move along many lines 





(11) See Eastern Economist, February 14, 1947, pp. 311-312, where it is argued 
that India should restrict foreign capital investment and force lower 
consumption to obtain domestic capital. 





(12) Gregory, op. cit., pp. 54-55, has written that the "height of feeling 
against Western Capitalism is to-day so great that it is unlikely... that 
private assistance from the West in the building up of the underdeveloped 
world will ever again play a major role." 


(13) Report to the President on Foreign Economic Policies, pp. 63-66. 
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at once.l4 Government economic planners have no special capacity for seeing 

all facets of a development program in the right perspective or at the right 
time, and the very scope of the program makes it likely that errors will be 
made, Contrarily, the private entrepreneur in an open market is faced with 
fewer variables and problems of a narrower scope, but his operation in a free 
market leads especially in a developing country to some waste and misuse of re- 
sources. One hesitates, therefore, to prescribe the relaxation of all controls, 
especially in view of the existing patterns of distorted prices and exchange 
rates and the strength of political, social, and ideological obstacles to such 

a prescription. These difficulties raise the problem of the proper role of pri- 
yate and public financing and direction of the development programs. It appears 
from recent experience that foreign governments are likely to hold out for a 
large amount of public (government-to-government) financing and control, The 
criteria for proper economic action to maximize development efforts and make ef- 
fective use of aid will need careful attention. 


If the U. S. Government does decide to extend capital assistance, as it 
appears to have done already, it will have to decide whether to do so on a loan 
or grant basis. Since many of the projects which will be involved in the de- 
velopment program will not immediately or directly improve the reserve position 
of the recipient countries, the burden of repaying a loan may be considered so 
great as to support the argument that aid should be on a grant basis. Also, if 
the Government extends large amounts of loans, it may pre-empt the field for 
later private investment by imposing large debt charges. This possibility sup- 
ports the argument for making the terms exceedingly lenient, in which case the 
loans become similar to grants in the short-run, and the major distinction would 
be whether "double usury" is being charged by the addition of conditions attached 
to the loan regarding political, economic, or social reforms necessary to make 
the use of the loan effective or to support United States international economic 
policy. Yet, if the United States is extending the aid so as to promote its own 
long-term goals and its own prosperity, it must have some control over the use 
of the funds and also over the circumstances which affect their efficient use. 
If such conditions are to be attached, it is possible that it is easier (and 
more just?) to do so through grant assistance, with the frank admission that 
the aid is being given to "purchase" domestic reforms and adherence to United 
States international economic policies. As has been stated previously, however, 
the "bribe" method is not appropriate in gaining long-term economic goals, and 
if the conditions conducive to adoption of multilateral nondiscriminatory trade 
are not created by the aid (or with its assistance) then the future of the United 
States program is not promising. Further, the imposition of conditions on the 
domestic policies of a recipient government raises the problem of interference 
and "imperialism", 


The extension of aid and simultaneous request of certain changes in policy 
by the recipient is considered by most governments to be interference in domes- 
tic affairs. It is especially repulsive to Far Eastern nations which have only 
recently thrown off imperialistic regimes; it is only less a fear in South 





(14) H. S. Ellis observes that basic development along many lines at the same 
time may make a project profitable which it might not be in isolation: 
“Any of these basic lines of development is not apt to be highly produc- 
tive in isolation, and profits to private capital are not apt to be high 
nor certain, To secure the benefits of complementarity--the ‘external 
economies' of classical economy theory--all lines of development must 
advance at once." The Economics of Freedom, p. 449. 
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American countries where domination by the Yanqui is a propaganda slogan of 
revolutionists and liberals alike. This attitude gives rise to difficulties 
mainly in countries which are not politically and culturally already closely 
related to the United States, since the desire of the United States to assure 
efficient use of its grants, to extend the area of private enterprise, to sup- 
port multilateral, nondiscriminatory trading policies, and to reduce restrictions 
to trade over the world runs counter to domestic policies in many countries,15 
With reference to the effective use of aid funds, many experts in the field of 
development of backward areas have admitted that major obstacles to "proper", 
"equitable", and "efficient" development exist in the educational level of the 
peoples, their social and religious mores, and the political structure of the 
nations.16 A study by a Presidential committee published in late 1950 states: 
“Where dominant or governing groups within a country are indifferent or opposed 
to taking the steps necessary to solve economic problems or to develop popular 
support and morale, the usefulness of foreign assistance alone is dubious. If 
foreign aid is not effectively used, it may actually impair popular support and 
retard economic improvement."17 Many economic, social, cultural, political, 
and religious reforms are apparently necessary before aid can be made effective, 
The problem is how to obtain the reforms. Apart from concerted effort by the 
foreign government, there remains only intervention on the part of the U. S, 
Government. Overt action and explicit conditions on the aid are likely to be 
"unacceptable" to the recipient, if not in their substance at least in prin- 
ciple. It is probable that other techniques must be used, especially since 
the recipients are sovereign nations and jealous of their independence. The 





(15) A group of economists and political scientists agreed in 1947 that, with 
reference to political and social reforms, the United States attitude 
should be not to ask acceptance of United States policies but to urge, 
and help, others to remain strong so they might choose their own system, 
"This means a minimum stress on the virtues of a free-enterprise system 
and more stress on self-determination and the four freedoms." Also, the 
United States must be chary of supporting rightist movements so as not 
to force moderate leftists into the arms of Comminism, Thus, other 
countries must be given the "opportunity to work out an in-between way 
of life." W, T. R. Fox (Rapporteur), "United States Policy in a Two-Power 
World", Memorandum No. 24, Yale University, Institute of International 
Studies, October 23, 1947, p. 8. 





(16) See, e. g., D. R. Gadgil, "Some Requirements for Technical Progress in 
Asia", Pacific Affairs, (June 1951), pp. 178-184. 





(17) Report to the President on Foreign Economic Policies, op. cit., p. 57. 
For a review of a variety of anthropological, economic, and social "Pit- 
falls to Point Four" which will have to be guarded against to make the 
program successful and which, if effectively countered, might necessitate 
outside interference, see American Perspective (Spring 1950), pp. 113- 
145. For other discussions of obstacles to successful assistance to 
economic development, see P. D. Dickens and W. H. Reeves, "Private For- 
eign Investment: A Means of World Economic Development", Political 
Science Quarterly (June 1949), especially pp. 226-240; H. H. Hutcheson, 
"Problems of the Underdeveloped Areas I and II", Foreign Policy Reports, 
September 15, and October 1, 1948; J, B. Adler, "The Underdeveloped Areas: 
Their Industrialization", Memorandum No. 31, Yale Institute of Interna- 
tional Studies, March 1949; and Heshmat Alai, "How Not to Develop a Back- 
ward Country", Fortune (August 1948), pp, 76ff. 
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experience of ERP provides some help in this regard. Some of the aid to Europe 
during 1945-1950 took the form it did, and was distributed in the amount and 
manner that it was, in part because of the support in the recipient country for 
policies favorable to the United States' objectives or because of their response 
(or lack of it, as in the cases of Greece and Italy) to proddings and "sugges- 
tions" by U. S. officials. These techniques of "suggestion" are, in a sense, 
intervention, but they avoid the "take it or leave it" attitude and leave room 
for the bargaining process and the exercise of diplomacy, which is desirable 
among independent nations, This use of a procedure of "low pressure", with the 
extension of aid, is likely to be less encouraging to the United States because 
of its slowness, but it will probably be more certain of favorable results in 
the long-run. 


Another approach to the problem of intervention and to that of fear of 
the effects of infiltration of foreign ideas and mores which militate against 
the acceptance of foreign capital, is the use of an international agency to pro- 
vide and supervise the use of economic assistance.18 Use of the International 
Bank ( in which the borrower himself is represented) is more appealing to under- 
developed areas, and for several years these countries have pressed for an in- 
crease in its resources and its lending, If loans are to be made by the U. S. 
Government for economic development, a good case can be made for doing so through 
the International Bank on the grounds of avoiding the difficulties cited above 
and of spreading the risks of such investment;19 further, the control over the 
funds is not weakened, but the close bilateral tie of the lender and borrower 
is.20 The fact that the process‘of economic development is much: broader than 





(18) "The fears of peaceful penetration, of alienation of domestic industry, 
of disruption of traditional class and income structures through over- 
rapid industrialization or through the invasion of foreign personnel and 
ideas, have also made capital-starved countries reluctant to invite for- 
eign capital, even where on the basis of their own past experience they 
might feel assured that debt obligations to foreigners need not be taken 
very seriously." Jacob Viner, Objectives of Post-War International 
Economic Reconstruction, 1942, p. 17. 








(19) Viner, in another connection, stated 25 years ago that "the only solu- 
tion which gives any promise of meeting the legitimate needs of both 
debtor and creditor countries, especially where the one is weak and the 
other powerful, lies in the establishment of an impartial and respected 
international body...whose function it shall be to supervise the invest- 
ment and collection of international loans." "International Free Trade 
in Capital", Scientia, Vol. 39, 1926, p. 47. 


(20) If the U. S. Government decided to lend large amounts through the Inter- 
national Bank, although it has opposed an expansion of its lending auth- 
ority, it appears that there is a loophole in the law ratifying the 
Bretton Woods Agreements which might permit the Government to purchase 
securities guaranteed by the Bank and issued for sale on the capital 
market, See the argument by H. C. Wallich, "Financing the International 
Bank", Harvard Economic Review, 1945, pp. 167-168. The injunction in 
the Bretton Woods Agreements Act against a Governmental loan to the Inter- 
national Bank is evidently not clear as to the precise measures which 
require Congressional approval. But use of this loophole by the Admin- 
istration without prior "approval" of Congress would open it to severe 
retribution from a Congress often eager to "punish" it, 
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the mere investment of capital21 and that a large portion of the funds must 

come from public sources would support the view that arrangements satisfactory 

to both borrower and lender must be made if agreement on future economic and , 
political relations is to be facilitated, The problems faced are by no means 
small, and the answers may not support the international economic goals of the 
United States. At least no proof has been given by the U. S. Government that 

the progress it proposes to foster will be conducive to the elimination of re- 
strictions and acceptance of nondiscrimination in trade and payments. In fact, 
the desire for tariff protection during the process of development may cause 
backward nations to move in a manner contradictory to the stated aims of the 
United States program. | 


II, Conflicts with Commercial Policy 
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The United States has argued for adoption of miltilateral nondiscrimina- 
tory trade and payments practices even by those nations which are attempting 
rapid economic development, This attitude appears to foreign nations as con- 
tradictory not only to the process whereby the United States gained its devel- 
opment but also to the expressions of U. S, Government officials, made during 
Congressional debate on the Point Four Program, that no assistance would be 
given to projects abroad which directly competed with United States industry or 
exports. It is evident that such a policy could not be carried out in practice 
without a radical shift in the type of development programs which appear to be 
desired by foreign countries,22 and it is unlikely that the "proper" devel opment 
program (even if sought by the foreign country) would be one making the foreign 
economy complementary to the United States economy. 


Even if the U. S. Government knew how to promote its long-run economic 
goals by foreign assistance, it is not likely that the program desired by it 
would be readily accepted by recipient governments. The U. S. Government ought 
not to extend assistance without reference to its effect on the goals it desires, 
and assistance in diversifying foreign economies may well be accompanied by a 
tendency on the part of the recipient to encourage uneconomic types of diversi- 
fication which would in turn be responsible for an increase in trade barriers 





(21) "It is also clear that capital investment in and by itself is not the 
answer to Africa's economic problems, and that the process of investment 
especially cannot be thought of in merely abstract terms or in terms of 
broad statistical aggregates, Far greater attention has to be devoted 
to the particular institutional manner in which it is supplied and used ' 
so as to ensure that it will meet the need which perhaps dominates all 
else, the need to fashion new economic structures which will prove to be 
socially stable. This really means that Africa's need is for more capi- 
tal of a kind which cannot yield, and should not be expected to yield, 
immediate net returns." S.H. Frankel, "Some Aspects of Investment and 
Economic Development: The Continent of Africa", International Social 
Science Bulletin (Spring 1951), p. 16. 








(22) Even if the policy were strictly followed, the grant of assistance for 
one (non-competing) project would leave the foreign government free to 
pursue other (competing) lines of development, 





ht 
res, 


i- 


ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 63 


and discrimination.23 Such a development would undoubtedly be regarded as 
highly undesirable by the U. S. Government,24 and it probably would look askance 
at any request for aid to assist a country which was instituting new discrimina- 
tions and higher barriers to trade, At the same time, the United States will 
not go far in its program of assistance if it insists on a removal of barriers 
or on denying developing countries the use of tariff protection for nascent in- 
dustries--especially in view of the history of U. S. tariff policy--thus, any 
agreement on tariff reductions will probably have to concede many exceptions to 
developing countries.25 In fact the desire of the United States for a fairly 
rapid increase in living standards in backward areas is in some degree contra- 
dictory to its goal of multilateral nondiscriminatory trade, in the short run, 
in that the latter is likely to delay development of fields of production which 
actually follow comparative advantage (in the long run) but which require some 
protection in the early stages. The problem which the U. S. Government faces, 
therefore, is whether to extend assistance to countries which have not formerly 
favored the long-run economic goals of the United States, and which might use 
the assistance to gain greater autarky (regardless of its uneconomic and harm- 
ful results)26 rather than in such a way as to create the conditions conducive 





(23) The uneconomic aspect of this protection, when it provides a monopoly 
for a small group of entrepreneurs, is stressed by Wallich, op. cit., 
p- 163, 


(24) The U. S. Government did, however, continue to extend aid to Europe 
despite its reconstruction of some "uneconomic" industries, and even 
encouraged a cooperative system similar to a preferential (discrimina- 
tory) trading area. See W. J. Diebold, Jr., Trade and Payments in West- 
ern Europe, New York, 1952, pp. 385-418, 





(25) Nations framing the ITO Charter attempted to reconcile these conflicts 
by determining what infant industry protection was allowable. The state- 
ment of policy in the Charter was that "Members recognize that special 
governmental assistance may be required to promote the establishment, 
development or reconstruction of particular industries or branches of 
agriculture, and that in appropriate circumstances the grant of such as- 
sistance in the form of protective measures is justified, At the same 
time they recognize that an unwise use of such measures would impose un- 
due burdens on their own economies and unwarranted restrictions on inter- 
national trade, and might increase unnecessarily the difficulties of 
adjustment for the economies of other countries." (Article 13.) The 
underdeveloped countries took exception to the possible lack of wisdom 
attached to protectionist policies in the statement and argued that they 
could not countenance any restriction on their right to impose tariffs 
as they saw fit. The views of the developing countries and those already 
industrialized were apparently irreconcilable. 


(26) Wallich points to the "entirely understandable...anti-foreign tendencies" 
but states that "...the attempt to become ‘independent! of foreign coun- 
tries, in the sense not only of eliminating foreign influence but of 
becoming self-sufficient, is entirely hopeless for countries with Latin 
America's economic structure and its pursuit likely to be ruinous." Op. 
cit., p. 164, 
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to the adoption of multilateral, nondiscriminatory trade and payments.27 There 
is no way that the United States can "force" the latter approach, and extra- 
ordinary financial assistance will not necessarily bring adoption of the con- 
mercial policy it desires. If aid is to be given effectively, recipients must 
concurrently adopt policies which move them toward the agreed-upon goals and 


use 


the aid to hasten the process; otherwise, extraordinary assistance mist be 


justified on other grounds, 


Il. International Balance 





Besides the humanitarian basis of raising the standards of living to re- 


duce poverty abroad and the political purpose of gaining independent and free- 
democratic governments abroad, the provision of aid to underdeveloped areas has 
been justified on the ground that it would facilitate “international balance" 


and 
the 


create a pattern of world trade which could be sustainable without aid in 
long run: 


"The Point Four program could conceivably help to re-establish a function- 
ing network of world trade either (1) by assisting the underdeveloped 


countries to regain their export surpluses in trading with the United States, 


(2) by making it possible for Western Europe to increase imports from areas 


other than the United States, or (3) by permitting Western Europe to continue 
its deficit position vis-a-vis the United States by means of a supply of dol- 


lars obtained triangularly through expanded sales of equipment to backward 
areas. Fundamentally, the question resolves itself into Western Europe's 
prospects for deriving cheaper food and raw material supplies, from the de- 
veloping areas, on the one hand, and, on the other, for finding outlets for 
its products in these new investment areas and thus avoiding a revolution 
in economic structure,"28 





(27) 


(28) 


W. S. Salant, member of the staff of the Council of Economic Advisers, 
has concluded that “substantial continuing foreign investment by the Uni- 
ted States...is a necessary, if not a sufficient condition for attaining 
the stated goals of our commercial policy", else Europe and developing 
countries would turn to restrictions to balance trade and payments. "The 
Domestic Effects of Capital Export Under the Point Four Program", Amer- 
ican Economic Review (May 1951), Supp., p. 504. 





Ellis, op. cit., p. 451. For similar arguments, see also Wallich, op. cit., 


pp. 163, 167; Horst Mendershausen, Future Foreign Financing, pp. 275- 279; 
S. E. Harris, "Some Aspects of Foreign Aid and Development", Economia In- 





ternazionale (August 1950), pp. 678 and 680; and J. R. Williams, "Interna- 


tional Trade Theory and Practice--Some Current Issues", American Economic 
Review (May 1951), Supp., p. 425, where he states: "Basically, what the 
world now requires is a flow of American capital accompanied by a flow of 
European exports. Such a development is not only unprecedented histori- 
cally, but presents new and complex theoretical problems, It is not a 
question of 'tied loans' but of an organic relationship between the flow 
of capital and of goods, The danger lies in a further strengthening of 
trade ties between the United States and the less developed parts of the 
world, leaving Western Europe in a backwater." Also W. S. Salant has 





argued that a substantial export of United States capital to backward are- 


as would contribute to "a constructive solution to the European dollar 
problem" by providing through greater European exports the dollars it 
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This proposal may be supported quite apart from the long-run policy of 
the United States in gaining nondiscriminatory trade, though a successful at- 
tainment of the pattern suggested here would facilitate multilateralism; (that 
is, the development of raw material supplies in backward areas, making them 
able to buy more manufactures--rather than programs involving widespread indus- 
trialization in underdeveloped areas, which would not help Europe in the long 
ru unless it also underwent structural adjustments). There are three major 
aspects of this proposal (besides the question of acceptability to the develop- 
ing areas) which require examination: first, whether international balance 
would be facilitated through aid to backward areas; second, whether structural 
adjustments in Europe would be eased; and third, whether the pattern of trade 
developed would be sustainable after the cessation of aid without the use of 


controls. 


With reference to the first, if, after the current rearmament pressures 
are off, European countries could produce the items desired by developing coun- 
tries to meet their capital goods requirements, the provision of untied dollars 
would probably facilitate the balance of European international payments by al- 
lowing those countries to obtain dollars through exports to non-dollar areas. 
Also, if one of the major obstacles to multilateral trade at that time is the 
inadequate volume of reserves, the provision of dollar aid untied to purchases 
in the United States would free third-country trade by encouraging the convert- 
ibility of currencies, But, Europe's ability to supply exports apparently is 
closely tied to structural adjustments, 


With reference to the second, if the European position vis-a-vis the Uni- 
ted States were such that it could use some of the dollars earned in third- 
country trade to build up reserves so that it had a cushion to use in making 
necessary structural adjustments, then provision of aid to developing countries 
by the United States would help reduce Europe's dollar deficit and thus ease the 
unbalance in international payments, Even if Europe were not so favorably pro- 
vided with additional reserves but needed the dollars so earned to purchase goods 
in the United States, the shift into exports to third countries would facilitate 
its structural and balance of payments adjustments and produce a desirable result 
so long as the exports it developed were likely to continue. But, were the ex- 
ports to developing areas from Europe dependent wholly on United States aid, or 
on a temporary phase of economic development abroad, the structural adjustment 
would be ephemeral, and a further adaptation would be required in the future. 


This leads to the third question--whether the structure of trade encouraged 
by untied aid would be sustainable after the aid ceased, Ellis, in the state- 
ment cited above, seems to think that the development would be along the line of 
the backward areas increasing production of food and raw materials and of Europe 
supplying capital goods. This may or may not be the case, With rising standards 
of living, the exportable surplus of foodstuffs in developing areas is likely to 
drop (even with increased agricultural productivity), and the process of indus- 
trialization (sought by the countries themselves) would absorb much of the raw 
material production, which in turn would be reduced due to a drain of manpower 
away from that field. Developing areas are not likely to be satisfied with the 
type of production which is most suitable to European needs, and the structural 
adjustment required of Europe would probably be large even with an interim. 





needs to buy in the United States and would also obviate the necessity, 
on our part, for a painfully rapid readjustment of some of our resources." 
Qp. cit., pe 500. 
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ability to gain dollars in trade with third-countries receiving aid from the co 
United States. Thus, the question resolves, as with the previous one as to the no 
support of United States goals in reducing barriers to trade, into one of whe- ' st 
ther developing countries will desire "smoking chimneys" rather than a pattern to 
of production and trade more nearly in keeping with what appears to be the en 
first step in economic development--the increase in agricultural productivity, by 
The United States, even with the power of aid, cannot dictate the pattern of ta 
development (assuming that it knew what it showld be); and it cannot dictate fi 
that countries receiving aid forego their planned or socialist systems in favor st 
of free-market determination of economic progress--which latter method latter | = 
method is probably necessary to gain a sustainable pattern of trade under a | ti 
miltilateral non-discriminatory system. All that the United States can do, if ov 
political objectives are to be achieved at the same time, is to require that, re 
as a counterpart to its aid, the recipient governments do not adopt "control ce 
measures disruptive of free international markets and muitilateral payments of 


systems."29 And even this requirement may have to be relaxed if the fear of 
imperialism is to be dispelled. Yet, without some restraints, the desire for 
a rapid increase in living standards probably will take the form of pursuit of 
diversified and industrialized economies, which is not necessarily the best We 
structure for any given country desiring to raise its welfare, since its most 

economic and profitable fields may not be industrial in the main, Thus, the 
unrestrained erection of more Pittsburghs and Garys, more Manchesters and Kievs, 

will waste resources and be a slow means of disillusionment in many instances 

rather than a rapid means of increasing wealth and power. 


Thus, it appears that, given existing attitudes in potential recipient 
countries, the United States may not gain any of its commercial and financial 
policy objectives through aid to underdeveloped areas; though it may increase 
some living standards abroad. Nor will it necessarily facilitate international 
balance without painful structural adjustments in Europe. Favorable results 
will depend on the structure of production fostered in the developing economies, 
and the U. S. Government can have little influence on the effective use of aid 
to this end unless it can succeed in getting recipient governments to undertake 
needed economic, social, religious, and political reforms, 30 


From this analysis, it can be concluded that the United States will have 
a difficult task in gaining, through the technique of foreign aid, the long-term 
international economic objectives which it has urged the world to adopt. There 
is no obvious cause-and-effect relation between the provision of aid and the 
reduction of trade barriers, the accumulation of reserves adequate to support 





(29) Ellis, op. cit., p. 505. If, however, financial assistance were not in 
the form of public aid but private loans encouraged by borrowing nations, 
the result would be quite different and probably more favorable to the 
attaining of the advantages of specialization in trade. But the posing 
of this solution assumes away the problems with which the United States 
international program is faced; that is, with an antipathy abroad to 
private capital, a desire abroad (and hy the U., S. Government) to accel- 
erate development faster than private capital would do, and a desire of 
governments in many backward areas to plan development and protect against 
disturbances from international trade and payments. 


(30) A significant experiment is the Bolivian technical assistance program 
under the UN, in which an entire set of cabinet officials has been pro- 
vided from foreign experts by the UN to plan and carry out Bolivia's 
development program. 
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convertibility, and creation of a domestic structure of production which does 
not require protection and which has sufficient flexibility built in to with- 
stand (and facilitate) adaptation to changes in the pattern of trade. This fac- 
tor depends almost wholly upon proper domestic policies, which may be eased and 
encouraged by the assistance of foreign capital, but which may also be excluded 
by the pursuit of other practices and programs which are considered more impor- 
tant to domestic prosperity or national security. Any claim that aid is justi- 
fied on the grounds of attaining economic desiderata must be supported by 
statements that domestic action in support of the same desiderata will be taken 
collaterally (and/or that some means of inducing or even forcing the latter ac- 
tion are at hand). This conclusion does not preclude the extension of aid for 
overriding political, strategic, or humanitarian purposes with hoped-for economic 
results favorable to the United States international program. It does counsel 
caution in expecting rapid or even favorable results from the mere extension 

of financial assistance. 


J. N. Behrman 


Washington and Lee University 














A NOTE ON THE DILEMMA OF PLANNING POPULATION IN INDIA 


The Census of India, 1951, once again highlighted some of the same appre. 
hensions which have characterized professional thinking on India's economico- 
demographic problem for some time. It warned against the portents of a stable 
birth rate and a declining death rate and its effects on the well-being of the 
country. These fears also found expression in the First Five Year Plan, which 
stated that the "recent increase in the population of India and the pressure 
exercised on the limited resources of the country have brought to the forefront 
the urgency of the problem of family planning and population control," and sug. 
gested that it was "apparent that population control can be achieved only by 
the reduction of the birth rate to the extent necessary to stabilize the popu- 
lation at a level consistent with the requirements of the national economy,"1 
Others have focused their attention on the difficulties attending the imple- 
mentation of a birth control policy in a country of meagre incomes and low 
literacy rates, and have urged a quickening of the pace of economic development 
which, they argue, would lead to a decline in the birth rate, as has been evi- 
denced in some of the countries of the Occident. The present paper attempts 
anew to redirect attention to this problem. 


Demographic Fact: The year 1921 serves as a line of demarcation, for 
the trend of the growth of Indian population prior to that date bears scant re- 
semblance to the alarmingly accelerated rate of growth that came into evidence 
posterior to that date.2 Table I shows the growth of Indian population before 
and after 1921. 








Table 13 
Number Increase (+) or Decrease (-) 
Census Year (in Millions) During Previous Decade (in Millions) 

1891 235.9 - 

1901 235.5 ~ 4 
1911 249.0 + 13.5 
1921 248.1 ~ oo 
1931 275.5 + 27.4 
1941 312.8 + 37.3 
1951 356.9 + 44,1 


The period prior to 1921 shows "sporadic growth", i. e., decades of size- 
able growth were interspersed by decades of negligible growth or even of slight 





(1) First Five Year Plan, Government of India, Planning Commission, p. 522. 





(2) "Dry figures of the census which record the growth of the people acquire 
meaning and significance only when the sharp contrast between the decades 
before and since 1921 is clearly understood and constantly borne in 
mind." Census of India, 1951, Vol. I, Part 1-A, Report, p. 122. 





(3) Ibid, Data adjusted to the present area of the Republic of India. 
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decline.4 There has been a sustained rise since 1921; indeed the rate of 
growth has accelerated, During 1921-31, the Indian population rose at an ave- 
rage of 1.05% annually, whereas the corresponding rates for 1931-41 and 1941- 
51 were 1.15% and 1.32% respectively. A few comparisons help to present this 
growth in a clearer relief. The net increase during 1921-31 was more than two 
times the increase which had taken place during the three decades from 1891- 
1921, During the next decade, 1931-41, the Indian population rose by 37.3 
millions, only 2.3 millions less than the increase recorded during the forty 
years from 1891 to 1931. During the ten years from 1941 to 1951 there was an 
increase Of 44.1 millions, which is not much less than the present combined 
population of the States of West Bengal, Orissa and Assam. During the thirty 
years, 1921-51, there has been a net addition of 108.8 millions to the Indian 
population, which almost equals the present population of North India and Cen- 
tral India combined or that of South India and West India combined.5 


Whether the trend visible after 1921 is "phenomenal" or only "extremely 
normal" may admit of a certain amount of controversy. Nevertheless the decades 
which showed either an insignificant increase or a slight decrease in the Indi- 
an population were also marked by either famines or disease or both.6 


The 1920's marked a turning point. Not only was famine-relief organized 
to a point where starvation deaths ceased to be a factor to be reckoned with, 
but also "counter-checks" were developed to meet the threat of epidemic and 
endemic diseases, As a result, while the birth rate has remained more or less 
at about 40 per thousand,? the crude death rate has been falling continuously. 


Birth and crude death rate data, vital as they are to the measurement of 
demographic trends, are far from exact in India. Despite the fact that in most 
parts of the country facilities do exist for the registration of births and 
deaths, almost 30 per cent of the births and deaths remain unreported.® As 
noted earlier, the birth rate during the last decade (1941-51) was estimated 
to be about 40 per thousand by the 1951 census. Since birth rate is considered 
amore or less stable factor, changes in the natural rate of increase of 





(4) Kingsley Davis, The Population of India and Pakistan, Princeton, New 
Jersey, p. 28. 





(5) Census of India, 1951, op. cit., p. 123. 





(6) “There is no doubt that during the thirty years before the 1921 census 
severe checks of one kind or other were in operation which tended to in- 
crease deaths abnormally. Such checks also had the effect, in some cases, 
of diminishing the births abnormally. The natural checks on population 
growth fall into three groups as below: 

(i) Famines (including famine diseases), 
(ii) Epidemic diseases, and 
(iii) Endemic diseases. 
"These three groups of checks were responsible for keeping the ‘mean de- 
cennial rate of growth' during the first thirty-year period as low as 
1.7 per cent, and actually bringing about a reduction of population in 
three zones out of six." Ibid., p. 132. 


(7) Ibid., pp. 77-80. 


(8) Ibid., p. 183. 
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population (birth rate less death rate), for the most part, reflect changes in 
the crude death rate. Various techniques have been used to estimate death thé 
rates in India,? but the different estimates thus arrived at show remarkable ' de’ 
agreement on one fact, viz., the average annual death rate in India has fallen me‘ 
significantly and steadily during the past three decennia. ac 
to 
A fall in the death rate means a rise in the life expectancy at birth ang ti 
vice versa.10 Mr, Kingsley Davis defines the “implied average annual death ar 


rate" as 1/life expectancy at birth x 1000. While there may be formidable ob- 
jections to the above approach, Mr. Davis does find considerable consistency 
between the implied death rate thus computed and the average annual death rate 
in India. The results are tabulated below. 











Table IJ11 
Life Expectance Implied Average Average Annual 

Decades at Birth Annual Death Rate Death Rate 

1881-1891 25.0 40.0 41.3 

1891-1901 23.8 42.0 44,4 

1901-1911 22.9 43.7 42.6 

1911-1921 20.1 49.8 48.6 

1921-1931 26.8 37.3 36.3 ( 
1931-1941 31.8 31.5 31.2 

1941-195112 32.4 30.9 27.0 


If the above consistency between the implied average annual death rate 
(reciprocal of the life expectancy at birth multiplied by 1000) and the average 
annual death rate (rate of birth per thousand per annum less the rate of in- 
crease of population per thousand per annum) is accepted, then it may also be 
Said that the average annual death rate may be regarded as a rectangular hyper- 
bolic function of the life expectancy at birth.13 On this assumption, if the 
relationship between the life expectancy at birth and the average annual death 
rate is established it may also be used to estimate average annual death rates 
if the corresponding life expectancies at birth are known, 





(9) Davis, Op. cit., pp. 33-37. 
(10) Ibid., p. 36. 
(11) Ibid., p. 36. 


(12) Data for the life expectance at birth and crude death rate for 1941-51 
taken from Census of India, 1951, op. cit. 





(13) The author neither ignores that there are serious flaws from the demo- 
graphic standpoint in the following analysis, nor does he wish to argue 
its merits. Since a closeness was observed between the average annual 
death rate as implied by the life expectancy at birth and the average 
annual death rate by Davis, it is attempted here for whatever extrapola- 
tional values it may possess in the particular context under study. A 
traditional least squares line of regression was fitted through the data 
in Table II with the implied death rate as the independent variable and 
the average annual death rate as the dependent variable. The relation- 
ship was found to be: 
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in The objections which may be raised to the above and the difficulties 
that lie in the way of the commensurability of the death rate in India do not 

! detract from the basic fact that as the death rate continues to fall due to 
medical and economic advancements, the rate of growth of population will further 
accelerate. The conjuncture of factors that may lead to this decline is easier 
to conjecture than to analyse. Various attempts have been made at the projec- 

nd tion of future population in India based on different assumptions,14 but they 

are all agreed in their implication to the seriousness of the problem. 





Y = -4,4625 + 1.0997X (where X is the implied death rate and Y the 

r= ,99 average annual death rate) 
The regression coefficient was also tested for significance, The stan- 
dard error of the regression coefficient was computed and a value of t 
was computed under the hypothesis that the true regression coefficient 
was zero. The value of t thus obtained was found to be much larger than 
the value of t under (7 - 2 = 5) degrees of freedom even at the .001 
level of significance, Hence the regression coefficient was also con- 
sidered highly significant, 


(14) Davis makes three projections based on the following three different 

assumptions: 
(a) That the future rate of growth will be the average of 1921-1941; 
(b) That the future rate of growth will be the average of 1871-1941; 
(c) That the future rate of growth will follow a logistic curve 

e fitted through the data for 1871-1941. 
The results are summarized below: 
(Population in Millions) 











. Year 1st Projection 2nd Projection 3rd Projection 
1871 550 465 525 
2000 790 560 635 


Davis, op. cit., p. 89. 

The Census of India, 1951, while conceding that the rate of growth in 
the future is likely to be faster than 1921-1951, assumes that India's 
population will continue to grow at the same rate as it has during the 
last three decades and arrives at the following results: 








Year Population in Millions 
1951 361 
1961 408 
1971 459 
1981 528 


The Census of India, 1951, op. cit., pp. 171-191. 

While the assumptions embodied in Davis' first projection and the pro- 
jection made by the Indian Census appear roughly comparable (the Indian 
Census projects the average rate of growth during 1921-51, compared to 
Davis who takes the average rate of growth during 1921-41), the rather 
sizeable discrepancy between their results can perhaps be explained by 
the fact that Davis' projections refer to the combined population of India 
and Pakistan. It should be further taken into consideration that the an- 
nual rates of growth during the last three decades (1921-51) have been 
increasing. In 1921-31, the Indian population rose at an annual rate of 
1.05%, whereas the figures for 1931-41 and 1941-51 were 1.15% and 1.32% 
respectively. If it is assumed that this trend is likely to continue, 
then any future projections should take it into account, 














72 PLANNING POPULATION IN INDIA 


Economic Implications: The assumed functional relationship between popy- 
lation and economic well-being and its derivatives, overpopulation, optimum 
population, and underpopulation, do not lend themselves to statistical analysis 
with any degree of facility.15 As a result a collation between population 
trends and changes in per capita economic welfare indicies cannot be attempted, 
It may, however, be possible to deduce some general conclusions as to the var- 
ious economic effects of population trends and to roughly estimate the magnitude 
of their incidence in relation to India. 





A rise in population is reflected, ceteris paribus, in an increased aggre- 
gate demand for goods and services for consumption. This is consequent upon 
an increase in numbers as well as upon changes in the age-composition attending 
such a population increase. A part of this increased demand may be met by a 
decline in per capita consumption. It, however, seems unlikely for all of this 
resultant demand to be offset by reduced per capita consumption, especially in 
countries where consumption standards are already at a bare minimum.16 Fur- 
thermore, the effect of population growth on consumption is likely to be more 
noticeable in countries like India where the rate of growth of the economy is 
rather slow and where food products comprise by far the larger share of con- 
sumers' expenditure (in India, food constitutes almost 70 per cent of the ave- 
rage family budget).17 A fast increasing population, such as India's, also has 
a relatively larger percentage of younger people. In 1951, 38.3 per cent of 
the Indian population was under the age of 15, compared to 23.5 per cent in 
Germany, 22.5 per cent in the United Kingdom, 26.3 per cent in Italy, and 21.8 
per cent in France.,18 It has been argued that, other things being equal, a 
younger population is likely to entail a greater burden of consumption since a 
larger proportion of children means a larger proportion of non-producers to 
producers .19 


In the light of the foregoing analysis the effect of the rate of growth 
of India's population on her volume of consumption can be readily seen, In 
what follows, it has been assumed that there is a relationship of direct propor- 
tionate variation between population and consumption. Changes in consumption 
arising from changes in the age structure of the population have not been taken 
into account. Mention also needs to be made of the fact that estimates arrived 





(15) "In short, the two variables--population and economic production--are to 
a certain degree independent of each other in their movements. Population 
trends arise from family institutions, health measures, popular customs, 
etc., as well as from economic conditions...Economic trends (related, of 
course, to the factor of resources) arise from business institutions, 
market opportunities, political control, technological invention, etc., 
as well as from population trends." Davis, op. cit., p. 205. 


(16) The present study does not take into account cases of "underpopulation" 
wherein increased population may result in increased per capita incomes 
and living standards. 


(17) United Nations, The Determinants and Consequences of Population Trends, 
New York, 1953, p. 213. 





(18) Census of India, 1951, op. cit., p. 67. 





(19) L. Hersch, "The Fall of the Birth Rate and Its Effects on Social Policy", 
International Labour Review, Vol. XXVIII, No. 2 (August 1953), p. 159. 
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at under the above assumption are more likely to err on the side of understate- 
ment than on the side of overstatement. 


The effect of population trends on total consumption can be gauged in 
terms of (a) agricultural requirements,20 and (b) national income requirements. 
In 1951, it was estimated that India produced on an average 55.6 million tons 
of food grains per year (an average of the annual yields of five years preceding 
1951). Since food grains were being produced in 78 per cent of the total area 
under crops, the total annual agricultural productivity was estimated at 70 
million tons. It was further assumed that there existed an annual shortage of 
five million tons. Thus in 1951, a total of 75 million tons of agricultural 
products were needed to meet the requirements of a population of 361 millions. 
Assuming per capita consumption to be constant, it has been attempted to pro- 
ject the growth in population on the need for increased agricultural productiv- 
ity in the following table. 


Table I1121 


Targets for Increase 

Needed Agricul- Targets of Increase in Agricultural Pro- 

Population tural Productiv- of Agricultural ductivity as Percen- 
(in ity (in Millions Productivity (in tage of Productivity 





Year Millions) of Tons) Millions of Tons) 1951 
1961 408 85 15 21 
1971 459 96 26 37 
1981 528 108 38 54 


The above table shows that if India's population were to increase at an 
average of the rate of growth during 1921-51, the agricultural productivity in 
India would have to increase 21 per cent by 1961, 37 per cent by 1971, and 54 
per cent by 1981.22 These are only minimal estimates and would have to be re- 
vised if (a) the population were to increase at a faster rate than envisaged 
here, and (b) the levels of per capita consumption were to increase, This would 
also happen if there were to be some qualitative changes in the pattern of 
Indian consumption, 


An alternative estimate may be derived by focusing attention on the need 
for increased national income, assuming per capita income to be constant, In 
1951, with a population of 361 millions, India's national income was estimated 
at 95.3 billion rupees (1 rupee = 21 U.S. cents). The per capita income was 
estimated at 264.0 rupees. If the per capita income were to remain constant 
a percentage increase in population would have to be accompanied by an equal 
increase in national income. Table IV attempts to project growth of population 
on the need for increased national income, 





(20) Census of India, 1951, op. cit., pp. 193-195. 





(21) Ibid. 


(22) The Census of India, 1951, considered it unlikely that total Indian 
agricultural production could be increased by more than 24 million tons. 
This will just about be sufficient to meet existing shortages and the 
needs of a growing population until India's population reaches 450 mil- 
lion, Ibid., p. 206. 
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Table Iy23 
Population 
(in Population as Per- Targets for Increase in National Income 
Year Millions) centage of 1951 as Percentage of 1951 National Income 
1961 408 113.02 13,02 
1971 459 127.15 27.15 
1981 528 146.26 46.26 


The above table shows that if India's population grew as envisaged in 
the official projection, her national income would have to rise 13.02% by 1961, 
27.15% by 1971, and 46.26% by 1981, in order to support her growing population 
at the existing living standards. This would necessitate "demographic invest- 
ments"24 at a rate which might enable the national income to grow at the rate 
of approximately 1.2% per annum. It would be difficult to estimate the neces- 
sary investment per annum which would provide for an annual increase of 1.2% 
in the national income unless either an average capital-income ratio for the 
entire economy were available or the capital-income ratios existing in the var- 
ious sectors of the economy were available. In the latter case, subject to the 
assumption that the structural relationships between the various sectors of 
the economy would remain unchanged and that they would continue to account for 
the same proportion of the national income as before, the investment needs in 
each sector could be estimated such that the output of each sector could rise 
1.2% annually. The amount of investment needed annually in the economy as a 
whole would be merely an arithmetic sum of the investments needed in the vari- 
ous sectors of the economy, 


Various estimates have been made of capital-income ratios in underdevel- 
oped countries. Clark estimates that in countries where the average output 
per man-hour is 0.10 international units, the income-capital ratio is 0.22, 
i. e., investments at the rate of 4% of the national income would be needed to 
produce an increment of 1% in the national income.25 The corresponding figure 
estimated by a group of experts appointed by the United Nations was 2% to 5.26 
According to Clark's estimate, India would need demographic investment at 
4.8% of her national income per annum; according to the latter estimate she 
would need 2.4% to 6%. Another estimate said that a rate of saving of % per 
annum of the national income in India would be insufficient to maintain the 
standard of living of the Indian people.27 Singer, in his model for the 





(23) Table constructed from the foregoing data. 


(24) Sauvy makes a distinction between "demographic investments" and “economic 
investments", While the former are needed to maintain a growing popula- 
tion at a constant standard of living, the latter are undertaken to raise 
the standard of living. A.Sauvy, Theorie Generale de 1a Population, 
Paris, 1952, pp. 288-289, cited in The Determinants and Consequences..., 
Op. cit., pe 278. 








(25) The Determinants and Consequences..., op. cit., p. 280. 





(26) United Nations, Measures for the Economic Development of Underdeveloped 
Areas, New York, 1951, p. 47. 





(27) "A Good Report", The Eastern Economist (India), Vol. XV, No. 3 (July 
1950), pp. 86-87. 
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economic development of underdeveloped areas, assumes an income~capital ratio 
of 1:6 (0.16) in the non-agricultural sector and 1:4 (0.25) in the agricultural 
sector 2® The following table gives the national income (net) of India by indus- 








trial origin. 
Table v29 
1950 - 1951 1949 - 1950 1948 - 1949 
Net Net Net 
Output - Output - Output - 
Billions Per Billions Per Billions Per 
Items of Rupees Cent oof Rupees Cent of Rupees Cent 
fotal agricul ture%? 48.9 51.3 44.9 49,8 42.5 49.1 
Mining, manufacture and 
hand trades 15.3 16.1 15.0 16.7 14.8 17.1 
Commerce, transport and 
communication 16.9 LAT 16.6 18.4 16.0 18.5 
Other services 14,4 1561 13.8 15.3 13.4 15.5 
Net earned income from 
abroad “2 = O2 ~ E28 ' =) O.2 « 652. «6.3 
Net national income at ae ee 
factor cost (national 
income ) 95.3 100.0 90.1 100.0 86.5 100.0 


It is evident from the above table that agriculture has accounted for 
approximately 50% of the India national income, the non-agricultural sector ac- 
counting for the other 50%. If Singer's income-capital ratios were applied to 
the above data, then, assuming that the relative shares of the agricultural and 
the non-agricultural sectors in the national income would remain constant, we 
would arrive at an income-capital ratio of 1:5 (0.20) for the Indian economy as 
a whole. 


The above may appear in clearer perspective if viewed in the light of the 
effects which demographic trends exert on output and employment. Since there 
is no general unanimity as to their specific nature among the students of popu- 
lational problems, these effects can be properly analysed only in reference to 
the particular context in which the demographic factors operate. 


The same factors which enhance the need for and enlarge the market for 
greater investments and output also limit, and often decrease, the proportion 
of national income which may go into capital formation. Population growth 
puts a premium on consumption rather than on investments. In those underdevel- 
oped countries which already face the problem of "overpopulation", as contrasted 
with the "underpopulated" underdeveloped countries, this often means a further 





(28) H. W. Singer, "The Mechanics of Economic Development: A Quantitative 
Model Approach", The Indian Economic Review, Vol. I, No. 2 (August 1952), 
pPe 1-18, 





(29) Final Report of National Income Committee, Department of Economic Affairs, 
Ministry of Finance, Government of India, February 1954, 





(30) Total agriculture includes husbandry, forestry, fishing, and other an- 
cilliary activities. 
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reduction in the per capita quantity of capital available for production, Ip. 
sufficient capital and the resultant low productivity of labor and low per 
capita incomes make adequate saving all the more difficult. The result is an ' 
all too familiar spectacle of capital shortage in underdeveloped areas Limiting 
the scope for economic expansion. This is particularly true of the non-agri- 
cultural sector where the quantity of capital installations needed to produce 

a given income is much larger than in the agricultural sector. 


The view that it may not be possible for India's agriculture to meet the 
requirements of more than 450 million people has been noted earlier. On the 
other hand, growth of population increases the already existing pressure on 
land and brings into play forces that further lower per capita agricultural 
output. The unit of cultivation has been regarded as a significant determinant 
of agricultural productivity. If arable land either remains constant or in- 
creases at a slower rate than population, then, assuming that the occupational 
distribution of the population remains unchanged, the man-land ratio tends to 
increase, i, e., the amount of land per person decreases. Davis31l and Ghosh32 
note sufficient evidence to show that the amount of land per person has declined 
progressively in India. In 1891-92 there was an average of 2.23 acres of land 
per person in India. By 1939-40 this had fallen to 1.90. There was thus a 
decline of 15%. 


} 


There is considerable literature on the problem of "non-economic" hold- 
ings in India. While estimates vary as to what might constitute an economic 
holding, there is general agreement on the fact that the existing size of units 
of cultivation (acres of land per worker) does not permit the full utilization 
of the workers' productive potentialities. It is argued that a rise in density 
per unit of land, besides resulting in fragmentation of land, also results in 
cheapening of labor, a factor which is not conducive to the application of 
machinery and other improved cultivation methods.33 Clark attempted to deter- 
mine the relationship between density and output statistically in different 
countries and concluded that the "output per male agricultural worker varied Y 
inversely with the square root of the number of male workers per area of 1land,"34 
Thus output per male agricultural worker was greater where land per male worker 
was greater and vice versa. While the relationship derived by Clark may not be 
applicable for all values of the mumber of male workers per unit of land (if 
the number of workers falls to zero, the output would become infinitely large 
according to Clark's formulation), it is certainly a true representation of the 
problem currently being faced by countries like India, 


The present problem may also be viewed from another focal point--viz., 
employment. If a given increase in population were to be accompanied by equal 
increments in the outputs of the various sectors of the economy, the following 
effects would ensue: (a) the number of people depending upon each sector would 





(31) Davis, op. cit., p. 207. 


(32) D. Ghosh, Pressure of Population and Economic Efficiency in India, New 
Delhi, 1946, Pp. 43-44, 





(33) United Nations, Report of the Ad Hoc Committee for the Middle East, New 
York, 1949, p. 14. 





(34) C,. Clark, The Economics of 1960, London, 1942, pp. 34-39, cited in United 
Nations, The Determinants and Consequences..., op. cit., p. 270. 
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increase proportionately and (b) the prevailing “unemployment"35 would also 
increase proportionately. This is subject to the assumption that no improve- 
ments in productive techniques take place, in which case the increment in 
unemployment may increase at a rate faster than that of population. It is also 
assumed that the age composition of the population remains unchanged, i. e., 
the labor force continues to remain a constant proportion of population. 


Even if it were to be posited that employment would contimue to grow pro- 
portionately to population, an assumption which seems unrealistic to this 
author, it would mean a rise in unemployment in absolute terms at a rate of about 
1.2% per annum, It merely seeks to underscore a basic problem that faces India 
today, and would be further aggravated if her population continues to grow, a- 
part from the needs and effects that such population growth may create in the 
fields of total consumption, savings, investments, and outputs (agricultural 
as well as non-agricultural). 


The effects of increasing pressure of land have already been discussed 
earlier. If agricultural dependency were to be limited to its present magnitude, 
thus reducing it in proportionate terms as population continues to increase, 
that proportion of the net increase in population, which would normally have 
added to the agricultural population, would either have to be provided employ- 
ment in the non-agricultural sector or it would further add to the problem of 
unemployment in both absolute and proportionate terms. If the proportion of 
unemployment to the total population (or labor force) were to remain constant, 
i, e., if it were to vary directly and proportionately with growth in popula- 
tion, thus growing in numbers only, the entire net increase in population less 
the proportion of the net increase "normally unemployed" would have to be pro- 
vided for in non-agricultural occupations. It would entail an expansion of the 
non-agricultural sector at a.rate much faster than 1.2% annually as had been 
envisaged earlier while estimating the capital needs of the country consequent 
upon population growth. Secondly, if concurrently with a policy of limiting 
agricultural dependency in absolute terms, it were also decided to limit unem- 
ployment in absolute terms, the entire net increase in population would have 
to be provided for in the non-agricultural sector. Lastly, in the event that 
both the existing agricultural dependency and unemployment were being reduced 
in absolute terms, the non-agricultural sector would have to provide for the 
total net addition to population plus the number by which agricultural depend- 
ency and unemployment were being reduced, 


The above discussion may suggest a revision of the estimates of investment 
needs attempted earlier, contingent upon the policy which might be pursued re- 
garding agricultural dependency and employment. For purposes of the present 
analysis, three possible policies have been outlined: (a) limiting agricultural 
dependency to its present "number", while permitting unemployment to grow pro- 
portionately to population, thus necessitating provision in the non-agricultural 
sector for the total net increase in population less the percentage normally 
unemployed; (b) limiting both agricultural dependency and unemployment to their 
present "number", thus necessitating provision in the non-agricultural sector 
for the total net increase in population; and (c) reducing the present "number" 
of either agricultural dependency or unemployment or both, thus necessitating 
the provision in the non-agricultural sector for the total net increase in popu- 
lation plus the number by which agricultural dependency and/or unemployment 





(35) "Unemployment" here excludes "underemployment" in Indian agriculture, 
which is a feature of agricultural dependency. 
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were being reduced. It is not possible here to estimate the investment needs 
which might enable the non-agricultural sector to expand as required under 

(a) and (c) since no data for unemployment in India are available. To estimate 
capital needs under (b), the total net increase in population (per time period) 
has to be multiplied by the per capita (as distinguished from per worker) capi- 
tal in the non-agricultural sector. Singer36 estimates the capital needed per 
head in the non-agricultural sector as $1,600.00 (Rs.7620 approximately). If 
this figure were to be multiplied by five million, the estimated annual rate 
of growth of the Indian population, we would arrive at an estimated capital nee; 
of eight billion dollars (Rs.38.1 billion) per year. 


The Dilemma: The foregoing section serves to enunciate, in part, the 
economics of India's present population growth if allowed to follow its course 
unabated. The problem that this population growth portends is basically one of 
increasing strains on the economy simultaneously with a reduction in the where- 
withals to meet them,37 


While the urgency of this problem constitutes the first "horn" of the 
dilemma, the ne. Ypomamariing of its solution constitutes the second. The Census 
of India, 1951,38 urged a reduction in the incidence of improvided maternity 
(improvident maternity is defined as "a child-birth occurring to a mother who 
has already given birth to three or more children, of whom at least one is 
alive") from its present level of 40%-45% to 5% in a period of 15 years. It 
was calculated that this target, if achieved, would reduce the birth rate from 
40 to 25 per thousand and the death rate from 27 to 23 per thousand, thus re- 
ducing the natural rate of annual growth to 2 per thousand or .2 per cent, Any 
further reduction in the death rate due to better health standards, etc., will 
be assumed to be offset by equal reduction in the birth rate. The program would 
place sole reliance on the popularization of "coitus interruptus" and would cost 
the public treasury approximately half a rupee (10.5 U.S. cents) per capita, or 
$40 million approximately. The unit of time underlying this cost estimate is 
not explicitly stated, but since it is for "providing maternity and child wel- 
fare services," in all likelihood it refers to the annual cost. Even if one 
were to accept the estimates of the results of reduced improvident maternity, 
the popularity of "coitus interruptus" would remain hypothetical until proven, 
In 1954 (the Indian Census had urged the adoption of the above program in 1951 
and had allowed for a lag of three years as a preparatory period) no such pro- 
grams were reported to be afoot. The researches conducted by the Government 
of India and other bodies39 have been by and large sample-studies of public re- 
action or response to family planning and the motivation therefor. While such 








(36) Singer, op. cit. 


(37) “Let us accept the position that we shall not be able to overcome our 
existing shortages and also in addition keep pace with the unchecked 
growth of population." Census of India, 1951, op. cit., p. 207. 





(38) Ibid., pp. 207-228. 


(39) C,. Chandrasekaran, "Economic and Social Factors Affecting Fertility in 
the Mysore State", Paper presented to the Annual Meeting of the Popula- 
tion Association of America, held at Charlottesville, Virginia, May 8-9, 
1954, C,. Chandrasekaran, "Cultural Patterns in Relation to Family Plan- 
ning in India", Paper presented to the Third International Conference on 
Planned Parenthood, held in Bombay, November 1952, 
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studies are both helpful and hopeful, India's population problem will continue 
to elude solution until a well organized national family planning program were 
formulated, and its cost, based on both organizational economics and medical 
economics, were estimated. Such a national campaign may still be found to be 
peyond the already strained resources of the public coffers, The effectiveness 
of such measures as statutorily increasing the age of marriage40 in meeting the 
population problem of India remains both uncertain and controversial. The prac- 
ticability of mass emigration also as a population policy is quite dubious. 


Thus the feasibility and effectiveness of pursuing a concerted family 

limitation policy in India remain open questions, A measure suggested, often 

as a complement and occasionally as an alternative to birth control, is a rapid 
economic development. It is argued that economic development and industrializa- 
tion, if rapid enough, can serve as a population policy by bring to bear the ef- 
fects of urbanization, industrialization, desire for preservation of existing 
living standards as well as for betterment, education, etc., on the growth of 
population, 41 


The causes of differential fertility between "urban" and "rural" popula- 
tions can scarcely be debated. A negative correlation may be found between 
fertility and economic progress in those countries which have experienced rapid 
industrial growth. Theories supporting this viewpoint found currency in the 
wake of the Industrial Revolution in Western Europe and largely were borne out 
by later developments in demographic trends, While some have claimed it as a 
matter of "biological law" that fertility would decline as the standard of liv- 
ing rose, others have emphasized the entire complex of social psychology which 
accompanies industrial growth.42 Differential fertility under the latter set 
of theories becomes not so much a "biological" fact but a product of the com- 
posite effect of economic advancement on human motivations for procreation. Re- 
duction in the birth rate thus becomes not merely “involuntary” but also "vol- 


untary". 





(40) Chandrasekaran, "Economic and Social Factors...", op. cit., reports that 
among women married prior to 14 years of age, the average number of chil- 
dren was 6.4, The average diminished to 5.3 for women married at 18-21 
years, and to 3.5 for women married at 22 years or later. On the other 
hand, the Census of India, 1951, estimated that if all the Indian mothers 
commenced child bearing during ages 15-19, and if the first maternity of 
all of them were postponed uniformly by five years, the net reduction in 
maternity would be one-eighth (12.5%). The reduction in birth rate would 
be still smaller depending upon the proportion of mothers commencing 
child bearing between 15-19 years of age to those who commence child 
bearing at 19 years or more, 





(41) "As a population policy, industrialization obviously means something more 
than merely allowing social evolution to take its course; if this were 
all that were implied, it would represent no policy at all. It implies 
rather an attempt to speed industrialization beyond what it would other- 
wise be and to emphasize in the process those elements of modernization 
that will most likely depress fertility--such as education, urbanization, 
geographical and class mobility, multi-family dwellings, commercial recre- 
ation, and conspicuous consumption." Davis, op. cit., p. 229, 


(42) United Nations, The Determinants and Consequences..., op. cit., pp. 74-77. 
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Two facts which become clear from an examination of population trends in 
the industrialized countries need mention: (a) the fall in birth rate due to 
a rise in economic progress, and (b) a lag in the effect of economic advancement 
on the birth rate.43 These two facts ought to be juxtaposed while considering 
economic development as a population policy for India. It should be clearly 
borne in mind that economic advancement may, in the short run, even result in 
an aggravation of India's demographic problem, if as the death rate falls due 
to better living conditions a time lag is experienced between economic progress 
and its effects on the growth of population. A further question must be con- 
sidered--whether population (with or without time lag) falls as economic well- 
being rises at all points (i. e., is dP/dY negative at all points, where Pe» 
population and Y = standard of living) or whether the population rises at some 
points in response to economic progress and falls at others (i. e., dP/dY is 
positive at some points and negative at others). Empirical evidence may suggest 
not only that dP/dY may be positive, but d2P/dY2 may also be positive in the 
short run in response to economic progress. 


The effects of economic progress (rise in living standards) on demographic 
trends will remain a matter of doubt unless four points (or segments) in the 
functional relationship between population and economic growth in India are 
determined, Assuming P = f(Y), these four points are: 


2p. j . 
(a) dp > 1 and s > 0 (Growth of population more than proportionate to stan 


day dard of living, the rate of growth of population rises) 
(b) ee d2P . (Growth of population proportionate to standard of liy- 

dY and ‘dy ing, the rate of growth of population is constant) 

dP d2p (Growth of population less than proportionate to stan- 
(c) ay <1 and G72 <0 Gara of living, the rate of growth of population falls) 

dP d2p (The population is stationary, the rate of growth of 
(a) gy = 0 and Gyz <° population falis) 


Point (d) would be the maximum point on a curve relating population (P) and 
standard of living (Y), with Y measured along the horizontal axis and P measured 
along the vertical axis. Both dP and dY¥ are to be treated as percentage chan- 
ges, i. e., dP = (dP/Po) and dY¥ = (d¥/Yo). 


The above argument assumes that population does not fall as living stan- 
dards rise at all points, i. e., it rises at some points and falls at others. 
The above formulation neglects cases in which the total population may be actu- 
ally on the decline, a possibility not seriously taken into account by students 
of the problem, It also assumes that the rates of rise and fall themselves may 
vary at different points, At (a) population rises more than proportionately 
to living standards. The growth of population is proportionate to living stan- 
dards at (b) and less than proportionate at (c). (d) is the maximum point on 
a curve relating population (P) and standard of living (Y) with Y measured 
along the horizontal axis and P measured along the vertical axis. Beyond (d) 





(43) “The onset of the decline in the birth rate, although beginning in a few 
countries (e. g., France and the United States) early in the nineteenth 
century, generally did not begin until the last quarter of the nineteenth 
century, and in most countries of southern and eastern Europe not until 
even later." The Determinants and Consequences..., op. cit., p. 9%. 
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the curve is negatively inclined, i. e., if Y were to increase beyond the point 
at which a perpendicular drawn from (d) touches the horizontal axis, the popu- 
tation would actually fall. This is assuming, of course, that the functional 
relationship between population and living standards is a second degree curve 


as well as analytic. 


It is not enough to say merely that economic development may serve as a 

ation policy unless it were also possible to say how population would react 
to living standards at different points. And even if the above points could be 
determined, they would not provide enough basis for any definitive statement 
regarding economic development as a population policy unless the scope for ex- 
pansion (increase) of living standards in India could be determined within the 
given known resources of the country. The possibility cannot be ruled out, at 
least purely conceptually, that the given resources for expansion of the Indian 
economy may not permit the standard of living of the population to rise up to 
points (c) and (d). 


N. K. Choudhry 


Washington, D. C. 











ECONOMIC DEVELOPMENT IN VENEZUELA* 


A considerable amount of attention has been given to the recent history 
of the Venezuelan economy, and the country has been accorded an important place 
among that large group regarded as economically underdeveloped. This importanc 
is due to the fact that here is an instance in which progress has, indeed, beep 
made, and perhaps of even greater significance, the advance has occurred in an 
atmosphere of economic freedom and with a lack of that economic nationalism whic, 
in many cases has embittered, to varying degrees, relations with foreign capita, 


If one were to attempt an explanation of these developments, the point of 
departure would, of necessity, be the petroleum operations. Oil now accounts 
for 95% of the exports and one-third of the gross output of the economy, and the 
companies concerned directly contribute over 60% of the large governmental re- 
ceipts. Having noted this, we shall proceed with only passing references to the 
industry; for the purpose of the present paper is a more modest one: simply to 
state as closely as possible what has, in fact, occurred in the main sectors of 
the economy during the past twenty years. It is the author's feeling that this 
is a necessary step to take at the present stage of the Venezuelan discussion, 
There have been excellent analyses of policies followed and difficulties en- 
countered; there have been equally excellent discussions of individual sectors, 
But one looks in vain for a statement of the actual magnitudes of advance in 
different areas, for an attempt to determine the relative importance of differ- 
ent sectors in the whole. This is doubtless due in large measure to the lack of 
complete national income statistics, which would facilitate such an undertaking; 
nevertheless, there is sufficient evidence available to make fairly clear the 
general outlines, even if the details cannot be as precisely known as desirable, 
What follows is a presentation of the data of this sort which exist, with some 
critical remarks regarding the type of growth revealed. 


The total growth which has taken place can be observed from the three Cen- 
tral Bank estimates of national income which have been made. The figures, in 
Bolivars! of 1952 purchasing power are as follows:2 





* The material presented here has been drawn from a larger study done by 
the author under the direction of Professor Paul A. Baran and sponsored 
by the Stanford Committee for Research in the Social Sciences. The auth- 
or wishes to thank this Committee for financial assistance, and the 
Social Science Research Council for the fellowship awarded him during 
1953-54, Without both the research work in Latin America would have been 
impossible. 


(1) One Bolivar is the equivalent of approximately 30¢ in U. S. currency. 


(2) These figures should not be regarded as precise. The 1936 estimate was 
made in 1949 on the basis of existing records. No new census data have 
been made available since 1941, and the 1949 and 1952 figures have been 
estimated by projecting trends from 1936 or 1941 (a hazardous undertaking 
in view of the changes in the economy which have taken place since those 
dates) and by the utilization of incomplete figures relating to current 
levels of production. 
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NATIONAL INCOME? 


Total 
Year (Millions ) Per Capita 
1936 2,790 830 
1949 7,873 1,604 
1952 9,158 1,714 


These figures show a very considerable advance over the sixteen year 
riod, national income in real terms having more than tripled, and on a per 
capita basis being in 1952 more than twice that of 1936. General indications 
are that most of the growth of the 1936-1949 years took place in the latter part 
of that period, but there are no statistics with which to verify such beliefs. 


When an attempt is made to determine the shares of the different sectors 
of the economy in this growth, the result is less precise, for with the excep- 
tion of the 1936 estimate, the Central Bank figures do not show the contributions 
nade by individual branches of the national economy. However, a good idea of 
relative importance can be obtained by the use of such data as are available. 


To begin with, direct government activity has accounted for an impressive 
share of the growth. Thus, while government spending in 1935-36 was Bs. 433.6 
million in terms of 1952 Bolivars, by 1951-52 this figure had grown to Bs. 
2,430.6 million, an increase of nearly Bs. 2,000 million.4 This, of course, is 
by no means a precise measure of the government contribution, since such figures 
are not based on a value added concept, and since much of the public works ac- 
tivity is now contracted out. On the other hand, some of the production which 
enters into the national income figure (such as the rice output, nearly all the 
sugar refining, and a large percentage of the generation of electricity) has been 
directly financed and organized by government agencies in previous fiscal peri- 
ods and is not reflected in the current spending figure. It may be estimated 
that from 25-30 per cent of the observed increase in national income is directly 
due to increased government activity.° 


A further 10% is contributed by the petroleum operations in the form of 
increased wage and salary payments, and from agriculture has come perhaps 2% of 
the increase.6 There remains roughly 60% of the total advance which must be 








(3) Banco Central de Venezuela, Ingreso Nacional de Venezuela, Caracas, 1949, 
p- 93; Banco Central de Venezuela, Memoria 1949, p. 28; Memoria 1953, 
p. 4°A-1 mimeo. issue. 





(4) As previously noted, over 60% of total revenues in recent years have re- 
sulted from taxes levied against the oil companies. The important fact 
to note in this connection is that this has made possible a large expan- 
sion of government activities without the necessity of a corresponding 
contraction of private incomes, 


(5) This does not take full account of the important impact of government ac- 
tivities on other sectors of the economy. In recent years as much as 
40% of total governmental spending has been devoted to activities designed 
to increase production (construction of roads, irrigation facilities, 
lending programs, etc.). 


(6) The agricultural sector will be discussed in more detail below. 
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allocated in some proportions among the aggregate of commerce, industry, sery. 
ices, and construction, 


In determining the relative importance of these latter groups, there are 
no value figures which may be used as a guide, but a good indication can be ob 
tained from information relating to the distribution of the labor force. The 
available data relevant in this connection are reproduced below. 


PARTIAL DISTRIBUTION OF THE LABOR FORCE IN VENEZUELA? 

















1936 1941 
Branch of Activity 1000's Per Cent 1000's Per Cent 
Manufacturing 147.6 52.4 171.8 46.2 
Commerce 64,3 22.8 100.6 21.2 
Non-domestic services 40.4 14.3 62.8 17.0 
Construction 29.4 10.5 35.5 9.6 
281.7 100.0 370.1 100.0 


PARTIAL DISTRIBUTION OF THE LABOR FORCE IN THE FEDERAL DISTRICTS 




















1941 1950 
Branch of Activity 1000's Per Cent 1000's Per Cent 
Manufacturing 29.9 36.3 52.2 31.1 
Commerce 24.2 29.4 41.3 24.6 
Non-domestic services 16.8 20.3 44,0 26.2 
Construction 11.6 14.0 30.4 18.1 
82.5 100,0 167.9 100.0 


From the first table, which covers all of Venezuela, it can be seen that 
for the five year period 1936-41, there was a 30% increase in the number of per- 
sons occupied within the aggregate here considered, all categories showing sub- 
stantial absolute growth. Relatively, within the same period, the commercial 
and services sectors increased significantly at the expense of the industrial 
group. ; 


Turning to the figures for the Federal District for 1941 and 1950,9 only 
the relative changes can be taken as perhaps indicative of what has occurred in 
the entire country. The absolute increase is not representative, since the popu- 
lation of the Federal District increased nearly 87% during the period, while that 
of the country as a whole increased less than 32%. In relative terms, the dow- 
ward trend of manufacturing is continued and is here joined by the commercial 
sector, while the other two items correspondingly increase. There is reason to 
believe that the fall in relative importance of commerce is not typical of the 








(7) Ingreso Nacional de Venezuela, op. cit., pp. 98, 106; Ministerio de Fo- 
mento, Septimo Censo General de Poblacion, Vol. VIII, p. 302. 





(8) Ministerio de Fomento, op. cit., Vol. I, pp. 165-182; Octavo Censo General 
de Poblacion, Vol. I, p. 45. 





(9) Data for the entire country resulting from the 1950 census have not as 
yet been made public. The Federal District contains between 25 and 30 
per cent of the active, non-agricultural populace of the country. 
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rest of the country,° and construction and services have probably grown less 
rapidly outside the Federal District during these years. 


In terms of the labor force, then, it may be said that within the group 
under consideration the proportion engaged in manufacturing has steadily and ra- 
ther sharply declined from 1936 to date; commerce has at least held its own and 
has probably expanded its relative importance; and construction and especially 
non-domestic services have sharply increased their importance in this respect. 
In terms of absolute additions to the labor force, which is the important factor 
in determining the share each group had in the overall advance which took place, 
all categories grew, with commerce showing the greatest increase, followed by 
services, manufacturing and construction in that order, If this were the only 
relevant information the relative contributions of the four groups to the in- 
crease in national income from 1936 to 1952 might be estimated as follows: Com- 
merce - 30%; Services - 30%; Manufacturing - 25%; and Construction - 15%. 


The contribution to growth, however, depends also on the productivity of 
new workers and changes in the productivity of the established laborers in the 
different groups. A priori, the expectation would be that productivity within 
the manufacturing sector is higher and has been rising at a more rapid rate than 
in other areas, which, if so, would raise the ranking of this sector. Assuming 
that this factor is directly correlated with the amount of investment, the fol- 
lowing data throw some light on the matter: 


CAPITAL SUBSCRIPTIONS IN CORPORATIONS IN THE FEDERAL DISTRICT.1 
(Millions of Bs.) 


Year Commerce Industry Construction Services 
1940 15.1 5.7 4.2 5.2 
1941 Led 7.4 Lek 2.7 
1942 27.4 11.9 2.2 5.8 
1943 8.5 23.3 0.1 5.4 
1944 38.7 34.6 12.3 0.6 
1945 59.7 25.9 7.6 12.8 
1946 96.8 69.5 8.3 22.8 
1947 104.1 55.5 9.3 25.6 
1948 115.1 50.8 14.9 37.5 
1949 115.0 83.1 40.2 36.4 
1950 105.9 110.9 60.0 29.9 
1951 107.5 98,4 48.7 44.6 
1952 152.9 1233 89.6 35.8 
1953 Seis 149.8 54.1 42,0 





(10) It will be noted by observing the two sets of figures given for 1941 that 
in terms of labor, commerce is more important relative to the industrial 
group in the Federal District than in the entire country; in the F. D. the 
relation between the two groups remained approximately constant from 1941 
to 1950. Figures for the years 1952 and 1953 denoting industrial and com- 
mercial sales in the F, D., Maracaibo, and Barquisimeto, however, show a 
much greater predominance of commercial to industrial sales in the latter 
two cities than in the F, D, See Memoria 1953, op. cit., p. 1°E-2 to 
10, This is the opposite of the 1941 relationship noted, and indicates 
that the relative importance of commerce outside the F. D. has continued 
the growth noted in the overall figures between 1936 and 1941. Non- 
statistical writings and observation lead to the same conclusion, 


(11) Banco Central, Memoria 1952, Chart 33; Memoria 1953, op. cit.,p. 4°-C-4. 
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CAPITAL SUBSCRIPTIONS IN CORPORATIONS IN VENEZUELA12 
(Millions of Bs.) 


Year Commerce Industry Construction Services 
1950 118.9 122.1 62.1 40.0 
1951 138.9 111.4 51.6 47,2 
1952 177.6 141.3 91.8 42.7 
1953 280.5 220.5 62.5 57.7 


There are severe qualifications which must be attached to the use of thege 
figures, They do not constitute the only source of investment funds13 and not 
all subscriptions are actually paid in. Nevertheless, the relative importance 
is so marked as to make the figures quite useful for our present purposes, The 
two groups, industry and commerce, have accounted for the great bulk of capital 
subscriptions (from 70-80%) and commercial subscriptions have consistently been 
the more important of the two. The small magnitude of the subscriptions in the 
construction and services sectors requires that these two groups be assigned a 
considerably less important role than the labor force data alone would indicate, 


With this information it is possible to specify fairly closely the rela- 
tive contributions which have been made by the different sectors of the economy 
to the growth observed. Some 25-30% has been accounted for by the government 
sector, another 10% resulted directly from increases in the petroleum operations, 
and perhaps 2% came from increases in agricultural production. Of the roughly 
60% remaining, the chief contribution was made by commerce, available data show 
ing that it was here that the number of workers showed the greatest increase 
and also that investment was largest. Industry was a fairly close second, in- 
vestment being almost as large, and additional workers numbering over 80% of 
those added to the commercial sector. Then comes services, where the growth 
of the labor force equalled that in commerce, but where investments lagged far 
behind; and a much smaller contribution came from construction, which saw a 
labor addition of only one-half that of services, and which had an investment 
subscription of roughly comparable magnitude. An attempt to quantify these re- 
sults for ease of comparison yields the following: 


Percentage of Increase 





Sector Accounted for 
Government 25-30 
Petroleun 10 
Commerce 20 
Manufacturing 17 
Services 13 
Construction 7 
Agriculture 4 

Other 1-6 


This should not be taken to imply the precision normally associated with nun- 
bers, since the incompleteness of the available data places a wide margin of 
possible error around any given item. 





(12) Banco Central, Desarrollo y Perspectiva Economica General, Caracas, 1953, 
Pe 101; Memoria 1953, Ope cit., Pe 40.C-4, 





(13) This source accounts for about 50% of private savings. See Memoria 1953, 
Op... cit., Pe 49-C-14, 











ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 87 


It will be useful to devote somewhat more attention to the two items which 
are commonly thought of as the basis upon which any substantial program of de- 
yelopment must ultimately be based: industry and agriculture, dealing with the 
jatter area first. 


In the agricultural sphere very little expansion has occurred, total pro- 
duction in 1952 being less than 14% greater than that prevailing in 1936.14 If 
oly the years since 1948 are considered it appears that the growth has been 
very rapid,15 but even during these years the advance is actually very spotty. 
If livestock and dairying are separated from the total, it can be seen that 
these activities have been increasing rather steadily since the mid-1930's and 
in 1952 were some 60% above the 1937 leve1.16 Agriculture proper, on the other 
hand, suffered a protracted decline which was not stopped until 1948, and had 
ty 1952 only barely recovered to the 1937 level, the five year period of growth 
from the crop year 1947-1948 to that of 1952-1953 exhibiting an increase of 
only some 15%. If two crops, rice and sugar, are removed from the total, the 
growth disappears even for this five year interval. 


The above picture is bleak enough on its surface; if it is viewed in con- 
jmction with the large scale aid program which has been extended to agriculture 
in the past 10-15 years, it is disastrous, The government drive to "sow the 
petroleum" has always been primarily concentrated on the agricultural sector. 
This has been viewed as the traditional occupation of the economy and consider- 
able efforts have been put into its rejuvenation, The Ministry of Agriculture, 
the Agricultural and Livestock Bank, the National Agrarian Institute, and the 
Venezuelan Development Corporation have all been active in the field. An idea 
of the magnitudes involved can be obtained from the statements of Ferran,.17 


In the livestock sector the situation appears to be not too bad (although 
very little specific information is available regarding such items as changes 
in the size of herds, etc.); considerable aid has been extended, but once the 
shackles were removed from the industry after the death of the dictator Gomez 
in 1935, the advance has been steady. 


Dairying has been expanded, but at great cost; associations of dairymen 
have been organized and their operations subsidized; loans have been made on an 
extensive scale (over Bs. 40 million since 1947 by the Venezuelan Development 
Corporation alone); the Development Corporation has directly operated one enter- 
prise in the field, and provided half of the capital for another; and from the 
end of 1948 to the end of 1953, Bs. 43.1 million have been paid to dairymen in 
the form of production subsidies, The result has been a 20% increase in milk 





(14) Bernardo Ferran, "Venezuelan Agriculture", Inter-American Economic Af- 
fairs, Spring 1954, p. 21. 





(15) From 100 in 1948 to 143.2 in 1952. Ibid. 


(16) This and the following computations have been made on the basis of a 
study made by the Venezuelan Development Corporation of the earlier peri- 
od, plus data compiled by the Economic Commission for Latin America for 
the later years. , See Corporacion Venezolana de Fomento, Cuadernos de 
Informacion Economica, September-October 1949, pp. 13-21; and United Na- 
tions, Economic Survey of Latin America, 1953, p. 176. 








(17) Ferran, op. cit. 
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production in the past haif dozen years, but the absolute volume is stil] Very | 
small, and in the process costs have risen to an almost prohibitive level, aij | 


retailing in Caracas for 30¢ a quart, in addition to which the producer during 
recent years has received a subsidy of from 4¢ to 6f. 


The increase in output of the two items which have been pointed out as 


comprising the recent growth in the farming sector, rice and sugar, has result, | 


from activities planned and financed by the Development Corporation. The Cop. 


poration modernized and expanded the sugar refinery which it directly owned ay | 


operated, and then embarked upon the construction of a group of new refinerigs 
in each of the important cane growing regions of the country; this, together 
with its lending activities in the growing of the cane, was to make the coun 
self-sufficient in sugar. The program appears to have succeeded quite well, 


Rice production was also one of the central activities undertaken by the 
Corporation, again with the aim of self sufficiency in the product. Increased 


production has been attained, but the program has certainly not been a success, 


Yields are low, the quality of rice is low, and production costs are high; the 


much heralded large scale growing of rice without irrigation has been a failur 


and - now to be abandoned as soon as transfer to irrigated land can be effec- 
ted,1 


Aside from these two crops which have been increased by direct govern 


mental initiative and financing, there has been no increase even since 1947, ani | 


the level is well below that of 1936. This can be illustrated by production 


figures available for the three main crops of traditional agriculture: coffee, 


corn, and cocoa. These three still account for around half of the total agri- 
cultural production. 


VOLUME OF PRODUCTION (Metric Tons)19 


Crop 1937 1945 1946 1947 1948 1949 1950 1951 1952 1953 
Coffee 74.6 58.1 45.1 44.4 53.4 50.7 34.0 43.3 54.0 44.8 
Cocoa 24.1 15.1 20.0 17.0 23.8 13.5 15.2 16.3 16.0 16,0 
Corn 361.3 300.0 280.0 300.0 350.0 330.0 310.3 312.9 343.2 334.9 








These results are in spite of very considerable government aid granted 


to the growers of these crops. Corn has been third only to rice and sugar cane 


as a recipient of Venezuelan Development Corporation loans, and has been the 
most important single crop in the Agricultural Bank lending program. A close 


second in the latter program is coffee, and cocoa also receives important suns, 


The Development Corporation constructed a system of silos at a cost of Bs. 40 
million designed almost entirely to provide better storage facilities for the 


corn-crop. Corn and coffee are the most important items in the buying program 
at guaranteed prices conducted by the Agricultural Bank, and the prices are set 





| (2 
| (2% 


| 
| 


at a level intended to make the growing of the crop a profitable activity. Since | 


the mid-1930's coffee and cocoa have enjoyed substantial subsidies to compensate 





(18) See Consejo de Bienestar Rural, Estudio del Plan Arrocero, Caracas, 1952, 





for a discussion of the activities carried out and a detailed criticism 
of the results. 


(19) 1937-1949, U. N. Economic Commission for Latin America, Recent Facts and 





Trends in the Economy of Venezuela, mimeo., 1950, p. 21; 1950-1953, res- 





pective Memoria of the Banco Central, op. cit. 
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1 very | for the fall in world prices for those products, These undertakings total very 
L, mil; significant assistance to traditional agriculture, and the results have been 
‘4 20 


wring | gil.’ 


Turning to the industrial sphere, the picture is very much brighter, That 
t as sivance has taken place is evidenced by the growth in the labor force and the 
results| capital subscriptions noted earlier, The Central Bank figures show that produc- 
> Com tion more than doubled from 1948 to 1953,21 but it should be noted that these 
ed ani figures are based on partial statistical data, the nature of which introduces 
leries wm upward bias in the results .22 


her 
‘Ountry Within the items included in recent statistical estimates, there is heavy 
11, concentration in a few lines, an impression which is not conveyed by some 


treatments of the subject.23 Of the total industrial output, nearly one-half 
y the is provided by food and drinks, and fully 45% of this sector is provided by 
eased ty items: beer and carbonated drinks; another 10% results from the petroleum 
Ccesg, refining, which does not represent Venezuelan initiative; and nearly 10% more 
3 the from the generation of electrical power, in which the state has played the lead- 
allure ing role. 


ffec- 
In terms of the proportionate contribution to growth the concentration 
is greater still, since food and drink comprised less than 20% of the total in 
‘De 1936, and petroleum refining and electrical generation were insignificant items. 
7, and Beer, which alone is 30% of the food and drinks category, has actually declined 
Lon in price since the mid-1930's, while the food category as a whole has roughly 


ffee, doubled, indicating that in terms of physical growth beer is relatively much 
gr nore important than even this figure shows. 


Cement, in which the Development Corporation planning and lending program 
has played an important role, has shown a large increase, its 1953 output being 








- (20) For an excellent detailed study of conditions prevailing in the tradi- 

0 tional center of agriculture, the Andes region, see Consejo de Bienestar 

9 Rural, Economic and Social Problems of the Venezuelan Andes, Caracas, 

: 1954, 

ed | , 

cane | (21) Memoria 1953, op. cit., p. 1°-D-2. 

* (22) No industrial census has been taken since 1937, nor are there any legal 

ps or fiscal stipulations which would require the systematic reporting of 

an production figures, Such data as are compiled result from the few fiscal 

rhe or social statutes which require partial reporting, or from direct soli- 
citations for information from the enterprises themselves. These condi- 

ak tions inevitably lead to a reporting of the production emanating only from 

Pr the relatively large establishments. If handicraft and small workshop 

asthe | production has not been actually displaced to some extent by the rising 


factory output, it has certainly grown at a much slower rate than has the 
— | latter. An idea of the bias to which failure to include the former 
groups in the computations might possibly lead can be obtained by ob- 





rey, serving that of a total income created in manufacturing in 1936 of Bs. 
302.9 million, no less than Bs, 196.5 million, or nearly two-thirds, was 
income which accrued to “workers on own account", See Banco Central, 
and Ingreso Nacional de Venezuela, p. 93. 


We (23) See for example, Juan Sarda, "Industrial Development in Venezuela", Inter- 


American Economic Affairs, Spring 1954, pp. 36-48. 
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twenty times that prevailing in 1936, and its value of output being now from 
35-40% that of beer. The leather industry has shown an important expansion, 
largely in the Maracaibo region; and metals, rubber, and chemicals, in all of 
which foreign initiative and capital have played the dominant role, have like- 
wise increased substantially. Textiles grew very rapidly during the war years 
when foreign competition was cut off, but then declined considerably, and 
though rayon has continued its advance, the group as a whole has barely sur- 
passed its 1944 level. 


In general, summing up, it may be said that prior to the mid-1940's the 
industrial advance was largely shared by three items: textiles, beer, and 
cement, After that date textiles drop out; beer and carbonated drinks have 
contributed some 30-40% of the total; another 15-20% has come from petroleum re- 
fining and electrical generation, neither of which represent private Venezuelan 
initiative or capital; a further 20-25% from the other items considered above, 
about half of which are new products in the industrial picture and represent 
foreign activity;24 and the remainder is distributed among a large number of 
relatively small items, mostly in the foods sector,295 


The foregoing specifies rather clearly the extent and type of economic 
growth which has taken place in the country in recent years. It is an advance 
which can be subjected to important criticisms. On the broadest terms, the 
rate of growth achieved is really not so surprising when viewed in relation to 
the petroleum receipts which have poured into the country in recent years. 
Petroleum has been exported from Venezuela in large quantities for a period 
of over thirty years. The total value of these exports has always been impres- 
sive, and for the past ten years has been truly tremendous, averaging nearly 
$950 million annually in a country which in 1950 held only five million people. 
Approximately sixty per cent of this total export value has represented the 
share accruing, in a variety of ways, to the internal economy. 


A part of this local participation has been in the form of wage and sal- 
ary payments, purchases of materials, etc., but over one-half has resulted from 
the tax payments made. The very impressive growth and magnitude of these pay- 
ments can be observed in the following table.26 





(24) The auto assembly plants, tire factories, paint, and soap producers are 
among the most important. It might be noted that the carbonated drinks 
output is also almost entitely made up of international trade marks, al- 
though Venezuelan capital is active in some of the companies. 


(25) These results are subject to the statistical limitations noted in foot- 
note 22. What has been discussed is the growth of that portion of industry 
covered by these statistics; the handicraft and workshop sector remains 
an unknown. 


(26) Only those taxes have been included in the figures which do not represent 
a payment for a service received, and therefore signify a net accrual by 
the state which may be used for whatever purpose desired. For example, 
such items as harbor fees, license fees, etc., are not included since they 
presumably do little more than cover the cost of the service involved and 
therefore must be used for a specific purpose, to provide that service. 
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VENEZUELAN TAX RECEIPTS FROM OIL OPERATIONS (Millions of Bs.)? 


Year Oil Revenues Year Oil Revenues 
943 100.7 1949 1,139.9 
1944 286.9 1950 1,111.4 
1945 350.1 1951 1,407.8 
1946 471.9 1952 1,461.1 
1947 753.8 1953 1,546.0 
1948 1,157.1 


For a half-dozen years prior to 1943, tax receipts had been at a level 
equal to or higher than the figure given for that year, and had reached a mag- 
nitude three-quarters the 1943 level as early as the mid-1920's. No part of 
these funds represents a payment from within the Venezuelan economy; they come 
from foreign operations in payment for an exhaustible natural resource and are 
entirely "net", to be used for a development program or whatever use the state 
desires. In the light of the magnitude of these figures, an increase in na- 
tional income of Bs. 6,368 million (in 1952 prices) over a sixteen year period 
is not so enormous after all. 


Secondly, there is room for concern regarding the extent to which a vig- 
orous entrepreneurial class capable of leading the country through a sustained 
period of growth has come into existence, The response which has been forth- 
coming from local capitalists has been largely limited to ventures in commerce, 
construction, services, and what might be referred to as "non-innovating" types 
of industry. The new large scale factory operations have been largely pushed 
through by foreign interests, such local participation as has existed being al- 
most entirely of a purely financial nature. It is probable that without the 
foreign initiative most of these undertakings would not have been established. 
Local capital has preferred either the rapid turnover, high profit if also high 
risk type of venture to be found in commerce or the services, or the passive 
lending function which is found in real estate loans or investment in the local 
branch of a well established international firm. There are, of course, excep- 
tions, The expansion in beer has been largely a Venezuelan operation, and the 
cement industry is locally owned and operated, although Venezuelan Development 
Corporation initiative and capital have played an important part in the latter's 
expansion in recent years. 


The above does not detract in any way from the fact that considerable ad- 
vante has taken place, but it does make less certain its rapid continuation. 
There has never yet been a case in which foreign initiative has been able to 
completely develop an economy. Foreign interests tend to be concentrated on 
a rather limited line of activities, and while such interest can be of enormous 
aid, and even the primary factor in the process of growth, it is doubtful that 
in the absence of vigorous assistance and competition from local interests, it 
can carry the whole burden. In particular, it is most unlikely that foreign 
investment will ever take up the slack in the agricultural sector, 


Finally, the development can be criticized by pointing out the extreme 
inequality with which it has thus far been characterized. In 1949 Uslar-Pietri 





(27) Figures for 1949, 1952, and 1953 do not include import duties paid by the 
oil companies; these payments probably averaged betyeen Bs, 30 and Bs. 50 
million during these years. Cuadernos de Informacion Economica, February- 
March 1950, pp. 118ff.; Memorias 1950-1953, op. cit. 
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wrote that "the Venezuela of the present is two countries: That of the major- 
ity, poor and backward, and that of the modern cities and the minority that 
receive the monetary benefits of the petroleum riches."28 Unfortunately, this | 
statement remains equally true today. 


Caracas and "the rest of Venezuela" present great contrasts. It can be 
conservatively estimated that 60% of total governmental spending has taken Place 
in the Federal District, an area containing only slightly over 14% of the total 
population and some 0.2% of the total area of the country. There are various 
partial spending breakdowns which support such an estimation,29 and observation 
testifies to its truth. 


This concentration of the disbursal of federal revenues has set the pat- 
tern also for private development. Of total subscriptions of capital in recent 
years, nearly 85% have been made in the Federal District,30 and it is estimated 
that at least 65% of all industrial production in the country takes place here, 
with a considerable portion of the remainder in the Maracay region. On the basis 
of building permits granted, the private construction per capita in 1953 totalled 
Bs. 312.6 in the Federal District, while the next highest figures was Bs. 53,0 
in the state of Carabobo, followed by Bs. 38.0 in Aragua. For the past six 
years, 72% of the total private construction in the country has taken place in 
the Federal District,31 


In the process of widening the streets, many of the old central areas of 
Caracas have been quite literally torn down, and a modern new city erected in 
their place; and the process is continuing. The metropolitan area has expanded 
enormously and many of the new districts are likewise very impressive. 


On the other hand, one need only travel five to ten miles away to any of 
the several small towns surrounding the city, and the contrast is striking; there 
things remain astonishingly unchanged. The automobile has arrived and imported 
goods are found in the shops, but both the physical environment and the way of 
life have remained essentially as they have been for a generation or more, And 
one can travel throughout the country and the same picture is repeated inumer- 
able times. 


Distribution within the metropolis is also very unequal. The contrast 
between the numerous districts which house the upper levels of the government 
bureaucracy, the military, and the business and professional groups on the one 
hand, and the shacks’ which cling to the sides of the hills which surround the 
city and the ravines which run through its outer areas on the other, is strik- 
ing indeed. In the realm of figures, the census taken at the end of 1950 showed 
% of the active labor force in the Federal District to be unemployed. The 





(28) Arturo Uslar-Pietri, De Una a Otra Venezuela, Caracas, 1949, p. 9. 





(29) See for example, Oficina Nacional de Informacion, Venezuela 1953, unpaged; 
and Ministerio de Obras Publicas, Memoria 1953, pp. 444ff., pp. 498-501, 
where breakdowns of public works spending are given. Since administra- 
tion is heavily concentrated in Caracas, the non-public works expenditures 
are certainly even more heavily concentrated in the Federal District. 





(30) See recent Banco Central Memorias. 


(31) Memoria 1953, op. cit., pp. 19-D-15, 10-D~12, 
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wage and salary range seems to be unnecessarily large. In government depart- 
ments, a tenfold spread between common labor and chiefs of divisions appears to 
be not unusual. In the private sector there is a three to fourfold increase be- 
tween the average "wage" and the average "salary" in most industries.32 The 
wage and salary distinction comes closer to being a division between labor and 
white collar workers than between employees and management, and the spread is 
therefore more significant. And Venezuela is proud of its almost complete lack 
of taxation of income, 


This distortion is reflected in the production pattern, The magnificent 
commercial establishments certainly cater to the minority, and the output of 
luxury and semi-luxury goods has largely accounted for the industrial expansion. 
Beer, soft drinks, automotive goods, the building of a system of modern high- 
ways to accommodate the users of these items, cement contributing largely to 
the erection of the commercial establishments, the nice homes for the relative 
few, and the government buildings which make excellent showplaces but are of 
dubious economic import considering their cost, these are the items which have 
shown marked expansion, Agriculture has largely stagnated. It should be easy 
to gain general agreement to the proposition that in the present state there 
are things the Venezuelan people need more than beer and soft drinks. 


This paper has attempted to present two aspects of recent Venezuelan de- 
velopment, an overall appreciation of the relative importance of the different 
parts in the whole, and a critical appraisal of the growth itself. The writer 
feels that the two are closely related, Concentration on any one aspect of the 
economy will reveal elements of advance, which in the abstract may be highly 
encouraging; a picture of the whole reveals areas of striking concentration, 
and indicates that, given the very great magnitude of revenues which has accrued 
to the country as a result of the petroleum operations, the rate of growth a- 
chieved may after all not have been so impressive, 


Charles E. Rollins 
Stanford University 





(32) Memoria 1952, op. cit., p. 35. 

















CROSS-CULTURAL PROBLEMS IN MEDICAL CARE* 


There are between 2.5 and 3 million people in the southwestern states , 
Texas, Colorado, New Mexico, Arizona, and California who in greater or lesse 
degree have inherited significant parts of their behavior patterns, including 
language, from what may loosely be called "Spanish" or "Mexican" culture. Say 
ders divides these people into three major sub-groups: "Spanish-Americans", de 
scendants of colonists living in this area when title was taken from Mexico; 
"Mexican-Americans", long-time residents of the United States, born in Mexico, 
and their children and grandchildren; and "Mexicans", recent arrivals, often 
temporary, who are in the first stages of adjustment to American ways. In spite 
of great and obvious differences there are significant similarities in the way 
of life and world outlook of the members of the three groups. Nearly all are 
heirs to a village way of life in which the characteristics of competition, indi- 


vidual responsibility, and initiative were not highly developed, and in which ac- | 


ceptance, resignation, and the subordination of the individual to larger groups 
were emphasized. Familial, church, and political institutions and patterns stand 
out in contrast to the corresponding "Anglo" forms, (The term "Anglo" is used in 
much of the area by English and Spanish-speaking persons alike to designate na- 
tive English-speakers.) The average economic status, housing facilities, level 
of education, health standards, and political participation of all groups is beloy 
Anglo levels. Acculturation to Anglo norms is retarded by proximity to Mexico, 
by segregation, by a lack of vigorous leadership within the community, and by an 
attitude of suspicion and mistrust--often well founded--as to the Anglo's motives, 


This population, its traditional culture, its value system and its insti- 
tutions, juxtaposed to an Anglo culture which inevitably is causing it to change 
with ever increasing rapidity, provides a cultural and geographical setting in 
which the author draws upon his rich experience to illustrate a whole series of 
theoretical and practical problems, In the author's words, the book was written 
with two main purposes in mind: "To present information about the Spanish-speaking 
people of the American Southwest that may be useful to medical and related pro- 


fessional people who work with members of that population group," and to use this 


information "to illustrate a few simple but highly important generalizations 
about medicine and culture and the interrelations between them." As a sociol- 
ogist with many years of research in the Southwest, Saunders is well suited to 
the first task. As professor in the Department of Preventive Medicine and Pub- 
lic Health in the School of Medicine of the University of Colorado, he is in-an 
enviable position to study the interrelations between medicine and culture, 


Saunders' conceptual framework (as apart from his operational premises) is 
that medicine is a part of culture, an institution composed of a "vast complex of 
knowledge, beliefs, techniques, roles, norms, values, ideologies, attitudes, cus- 
toms, rituals, and symbols that interlock to form a mutually reinforcing and sup- 
porting system," which in turn is similarly integrated with the other major insti- 
tutional complexes such as government, religion, the family, and so forth, The 
practice of medicine is a "social activity" involving the interaction of two or 
more socially conditioned human beings who operate within a social system "that 
defines the roles of the participants, specifies the kinds of behavior appropri- 
ate to each of those roles, and provides the sets of values in terms of which 





* Lyle Saunders, Cultural Difference and Medical Care, Russell Sage Founda- 
tion, New York, 1954, 317 pp. + 2 appendices, index. $4.50. 
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the participants are motivated." The manner in which the participants--healer 

or healed--behave in this relationship is in part a function of their understand- 
ing of their social roles in that situation, and of the behavior that is appro- 
priate to it. When the participants in this relationship are from different cul- 
tures, misunderstanding and frustration may result because the doctor's behavior, 
stemming from his role, may not be fully understood or correctly evaluated by 
those in the patient role, while the patient's responses may not conform to the 
expectations of the doctor, "When persons of widely dissimilar cultural or sub- 
cultural orientations are brought together in a therapeutic relationship, the 
probability of a mutually satisfactory outcome may be increased if those in the 
healing roles know something of their own culture and that of the patient and are 
aware of the extent to which behavior on both sides of the relationship is influ- 
enced by cultural factors. An even higher probability of satisfaction may result 
if the professional people are willing and able to modify elements from their medi- 
cine so as to make them fit the expectations of the laymen with whom they are working." 


Cultural Difference and Medical Care is divided into six chapters, The 
first, "Felicity Street", is aseries of vignettes of families that live in crowded 
confusion in an old mansion-become-tenement on this street, in the imaginary city 
of Arcadia. Through the Trevifios, the Gurules, Simoneta Roybal, the Atencios, 
and others, the reader is introduced to a series of types that portray a cross- 
section of the Spanish-speaking population of the southwest. The way of life of 
these families, their personal histories and problems, their hopes and fears, 
their aspirations and goals, their economic and linguistic problems, and their 
adjustment to Anglo culture are symbolic of all of the southwest, for "Felicity 
Street is less a location than a way of living, less a matter of geography than 
amatter of recurring conditions." 





Chapter two, "La gente de la raza", describes in detail the history, the 
composition, and the distribution of the three main sub-groups the author recog- 
nizes, and treats of economic statuses, housing, education, health, political 
participation, class differences, and the like. Chapter three, "The cultural 
chasm", is one of the best. Writing with the easy confidence that comes from 
long association with these people, and reflecting great sympathy for and under- 
standing of their problems, Saunders sets forth a series of Anglo beliefs about 
Spanish-speaking people, and then analyzes these beliefs in terms of the culture 
of the Spanish-speaking world, By a deft comparison of Anglo and Spanish-speaking 
concepts of time orientation, attitudes toward change, ideas of resignation and 
acceptance, feelings about dependency, about formal organization and the like, 
the author gives a penetrating insight into the cultural value system of the peo- 
ple he is studying. 


Chapter four, "Healing ways", describes the folk medical beliefs and prac- 
tices of this culture, and points out why Anglo medicine is not more extensively 
used, Chapter five, "Bridging the gap", asks the question, "how can the influence 
of cultural and subcultural differences be reduced so that more and better health 
services and medical care can be provided for the Spanish-speaking population of 
the southwest?" The problem is analyzed in terms of two case studies of coopera- 
tive health associations in Taos County, New Mexico, and Costilla County, Colo- 
rado, both of which were failures, Saunders then indicates how failure might 
have been averted, how the cultural data earlier presented may be utilized in fu- 
ture attempts, and what cultural points workers with Spanish-speaking people 
should bear in mind, The final chapter, "A widening view", is more general in 
scope, and deals with the question of health services for underdeveloped areas, and 
the ways in which the social sciences may participate in medical programs, 














96 BOOK REVIEW 


The reviewer was delighted with this book, It is written in an easy ang © 
readable style, the extensive notes are pertinent and give excellent bibliog, 
ical leads, the statement of the problem is concise and clear, and the field ¢ 
presented illustrate this problem. The reviewer particularly liked what might § 
called the “implicit operational premises" of the author. These may be stated; 
follows: the culture in question, like all cultures, is marked by an innate ¢ 
nity and worth, the product of past history and current socio-economic conditigs 
This culture is as "valid" as any other culture: at best it gives its members ~ 
emotional security, a series of gratifying interpersonal relationships, a tradis 
tional and generally satisfying way of life; at worst, it is marked by certain © 
inconsistencies and conflicts which, to an outsider, appear to prevent the maxi- 
mizing of certain group values. But in the sense of cultural relativism, it ig 
neither better nor worse than any other culture. It is a way of life for which © 
Saunders obviously has great sympathy. But he does not let this sympathy, and 
his socio-anthropological background, lead him into the all-too-common position | 
that his participation may include observation, study, understanding, but no 4 
rect action. Without dealing in absolutes Saunders assumes that good health, 
good medical services, and good public health protection are desirable things 
these people. Whether this point is argued in terms of the people themselves, @ 
in terms of a potential health threat to the Anglos who accept these values, thi 
assumption is made, Saunders then develops this position to its logical conclu 
sion: the social scientist is entitled--in fact, has a duty--to utilize his spe=| 
cialized knowledge in helping achieve directed culture change whereby modifica- © 
tions in both Anglo and Spanish-Mexican-American behavior patterns will help 
realize these goals. 


This strikes the reviewer as being a temperate and sane approach to the hot 
question of "cultural relativism", a guide which other social scientists might 7 
well find useful in resolving their personal doubts about the apparent conflict © 
between a real or imagined scientific objectivity, culture values, and the ie 
tical problems which stem from the real world situation. 


At the risk of appearing to end on a negative note, the reviewer feels ¢ 
pelled to point out that the very excellence of this book highlights the great 
current shortcoming in the use of socio-anthropological methods and data in 
cal and public health programs: almost all of our conclusions--as in the case | 
histories in Chapter five--are negatively drawn; they come from analyses of fail= 
ures, The best we as social scientists can do is suggest reasons we think ace ~ 
count for these failures, argue that if different approaches had been taken, the” 
outcome might have been different, and hope that someday we can start from s 
in the planning stages and follow through with the whole program, 


George M. Foster 


University of California 





